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AMENDED AND RESTATED CONTRACT NO. 0144-1 

 
This is the amended and restated version of Contract No. 0144, dated December 1, 1993, as amended 
(“Original Contract”) for technology development and support services, between Integrated Systems 
Solutions, Corp. DBA ISSC, Inc., now known as, International Business Machines Corporation DBA 
IBM Global Services, a New York Corporation authorized to do business in the State of Michigan, 
(“Contractor” or “IBM”) and the State of Michigan acting by its, Department of Management and Budget 
(“DMB”) for Michigan Administrative Information Network (“MAIN”).  The effective date of this amended 
and restated version of contract No. 0144, is February 1, 2002, (the “Effective Date”) and shall be 
identified as contract No. 0144-1 (“Contract”).  The term of this Contract shall be 119 months until 
December 31, 2011. 
 
1.0 PREAMBLE 
DMB selected Contractor as the commercial vendor for the technology services project contemplated 
by and described generally on the Request for Proposal No. 93-AR0044 (the “RFP”) for MAIN.  
 
The Original Contract, entered between the Parties for the RFP had a term of ten (10) years and is due 
to expire September 20, 2003. 
 
DMB now desires to acquire certain enhanced services, in a manner that supports the current needs of 
MAIN users and provides the cost efficiencies benefits from the current technology market.  
Accordingly, the Parties have mutually negotiated and agreed to update, amend and restate the 
Original Contract to properly reflect the negotiations that change the scope of services, pricing, extends 
the term, and adds benchmarking provisions as detailed in Contract No. 0144-1 and its exhibits and 
attachments.  
 
Contract No. 0144-1 incorporates the existing obligations of the Parties of the Original Contract and 
deletes references to obligations that have been completed, deleted or superceded and which the 
Parties have agreed not to incorporate into Contract No. 0144-1. 
 
1.1 Categories of Services 
Overview.  In general, the Services will be comprised of the following categories of Services, as 
described below:  (i) the Mainframe Processing Services; and (ii) the E-Business Environment,  (iii) 
FEDI Network Operations, (iv) IE Services, (v) Application Development and Maintenance Services, 
and (vi) Business Recovery Services. 
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1.2 Objectives 
The mission of MAIN is to develop, implement and operate a fully integrated, automated financial 
management system for the State.  In order to achieve this mission, the State and IBM Global Services 
have agreed to the following specific goals and objectives for the Services: 
 

(a) IBM Global Services will design the Services based on open systems industry standards 
in a manner conducive to instituting changes, enhancements and modifications with a 
minimum of disruption. 

 
(b) IBM Global Services will provide and manage the Services for the prices stated in 

Exhibit H in a manner that the State expects will significantly control the State’s costs 
and in a manner that will improve the State’s ability to respond to rapidly changing 
technological environments.  IBM Global Services will provide the State with the financial 
and technological flexibility to allow for material changes in volumes, technology base 
and services.  Specifically, IBM Global Services represents that its solution will meet the 
following pricing objectives of the State: 

 
(1) Deliver significant, long-term operational savings to the State; 

 
(2) Provide predictable charges and easily understood invoices, with no 

unanticipated price increases over time; 
 

(3) Be sufficiently flexible to adapt to changing technology and business needs;  
 

(4) Assure that factors affecting charges to the State will remain within the State’s 
control;  

 
(5) Be fair and desirable to both Parties;  

 
(6) Preserve the original economics of this Contract over time;  

 
(7) Facilitate simple and easy administration and auditing by the State;  

 
(8) Reflect an appropriate relationship between fixed and variable charges;  

 
(9) Provide IBM Global Services with incentives to:  

 
(i) use resources efficiently; 

 
(ii) implement new technology which will lower charges to the State over 

time;  
 

(iii) continuously improve quality of the Services; and 
 

(iv) implement technology that facilitates, rather than constrains, the State’s 
decisions and strategy;  

 
(10) Provide an equitable allocation between the State and IBM Global Services with 

respect to cost savings and increased costs resulting from changes in technology 
and the State’s business needs; and 

 
(11) Protect the State in the event of unsatisfactory performance by IBM Global 

Services.  
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(c) At all times, IBM Global Services’ Services to the State will be of the highest professional 
caliber, will be performed and delivered through the use of proven and efficient 
technology, and will employ cost-effective solutions and high quality product offerings.  
IBM Global Services’ performance of the Services will meet or exceed each of the 
Performance Standards specified in Exhibit G.  The Parties expect that the Services 
provided by IBM Global Services will improve over time during the Term based on 
advances in technology, economies of scale and efficiencies arising from the use of IBM 
Global Services as a service provider. 

 
(d) IBM Global Services will work closely and cooperate fully with the State and other 

service or equipment providers of the State to ensure coordination of the Services, 
including the Hardware platforms and Software operated by IBM Global Services, with 
other State technology, administrative or management initiatives. 

 
(e) Upon the expiration or termination of this Contract with respect to any Service for any 

reason, IBM Global Services will cooperate with and assist the State in transferring 
responsibility for the Services provided by IBM Global Services relating to such Service 
to the State or to another vendor selected by the State, with IBM Global Services using 
its best efforts to avoid disruption in service or degradation in the quality, completeness 
or responsiveness of the Services during the transition. 

 
1.3 Construction 
The statements appearing in this preamble are intended to provide the background for and to be a 
summary to this Contract and are not intended to expand the scope of the Parties' obligations under 
this Contract or to alter the plain meaning of the terms and conditions of this Contract.  

 
However, to the extent the terms and conditions of this Contract do not address a particular 
circumstance or are otherwise unclear or ambiguous, such terms and conditions are to be interpreted 
and construed so as to give full effect to the goals and objectives set forth in this Section 1. 
 
All capitalized terms used in this Contract have the meanings specified in Section 3. 
 
2.0 DOCUMENT LIST 
The original Contract for Technology Services, Contract Number 0144, dated December 1, 1993, is 
hereby amended and restated by this Contract. 
 
The original Contract for Technology Services was amended four times as described below.  The 
amendments are hereby incorporated and restated by this Contract: 
 

Amendment 1 dated June 8, 1995, which modified terms and conditions, modified the 
Service Level Agreement, and set forth new pricing for services to be provided. 
 
Amendment 2 dated August 25, 1997, which limited Service Incentives to only the value of 
Service Credits received. 
 
Amendment 3 dated November 10, 1997, which assigned all of ISSC’s duties and 
obligations to IBM Global Services. 
 
Amendment 4 effective September 2, 1997, which changed the contract limit to 
$128,082,957. 
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The following change orders were executed against the original Contract for Technology Services for which all 
responsibilities of both Parties have been fulfilled and are hereby considered closed: 
 

Change 
Order 

Number  Description 
1  Dept of Treasury printers to support printing warrants 
2  Fifth Environment for Agency Testing in R*STARS/ADPICS 
4  Develop/Conduct TCP/IP Class for State Agency Coordinators 
6  Install Router in Olds Plaza in prep for LMAN 

8  

Add Password Mgr to MAIN Security System; Add Spare Parts Inventory for Router 
Maintenance; Remove NetScript on MAIN INMS System 

9  MIDB Pilot Services for Gongwer, EIS, IAT, IP, etc. 
10  UPS - installation of larger system (no cost) 
12  Network equipment to support remote training facilities 
13  Plan & Develop Admn Practices for implementation of MAIN FACS 
14  Plan & Develop Document Acceptance Testing of MAIN FACS 
16  Terminate Outside Training Facilities in SE Michigan 

17  Provide Project Mgmt assistance for installation of out-state training facilities 

18  Initial Implementation of Printer Project Plan to support MAIN FACS applications 
19  Additional DASD for MIDB HP Server 
20  Services for Script and Report Storage Facility 
21  Development of IAT03 Training Materials 
22  Second UniGate/TCP unit for Unisys A17 MAIN HRS system 

23  
Provide assistance to plan, develop, execute, and document acceptance testing of MAIN 
FACS 

24  
Provide assistance to plan, develop, execute, and document acceptance testing of MAIN 
FACS 

25  Install Routers in Olds Plaza and Synoptic Concentrators in Mason Bldg 
26  Install and Support TPNS to support acceptance testing 
27  Support of increased production control and migration 
28  Extension of CO14 - services for Acceptance Testing of MAIN FACS 
29  Design & Install LMAN Phase II 
31  EIS Roll-out Coordination and Training 
32  Integration of ICC with MAP for Windows 
33  Extension of CO26 – TPNS Support for Remote Testing 
34  NewsEdge OS/2 Server and Installation Services 
35  Extension of CO18 - Printer Project to support MAIN FACS 
36  Provide a spare UniGate/TCP system 
38  Assist with installation of MIDB software 

39  
Assist in verification of system requirements, development of report reconciliation 
procedures, etc., on MAIN FACS 

40  Modifications to MIDB for FACS and HRS data 
41  Procure Sterling Software (Vision: Manage and Enable)  
43  Provide Instructors for IAT01 and IAT03 
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44  Extension of CO33 - Additional TPNS Support for Remote Testing 

45  
Provide assistance to plan, develop, execute, and document acceptance testing of MAIN 
FACS 

46  
Provide assistance to plan, develop, execute, and document acceptance testing of MAIN 
FACS 

47  
Provide assistance to plan, develop, execute, and document acceptance testing of MAIN 
FACS 

48  Hardware and Software for Construction of Wave 1 of LMAN, P2 
49  Develop Connection Reports for Unisys Datacenter Consolidation  
52  Setup and Support of IMAIN environment 
53  Extension of CO43 - provide Instructors for IAT01 and IAT03 
54  Configure LMAN Network and Design MIPC Project 

55  Custom Classes:  MVS, TSO/JCL/VSAM, QMF, SQL/DB2, CICS, COBOL II 
58  Additional DISK and DAT for MIDB HP Server 

59  Supplemental Staff to support MIDB and MAIN-Net applications and servers 
61  Implement Phase 3 of LMAN 

63  Supplemental Staff to support changes to LMAN, Groupwise & Firewall administration 
65  Move Network Control Center to new CNOC 

66  Install State-wide Hub for Interdomain e-mail communications (Groupwise) 
67  Provide FAC verification and testing support 
68  Support of Increased Production Control and Migration 
69  Provide Librarian Support 
70  Additional DATs for MIDB HP Server 
71  Upgrade hardware and software for Groupwise Server 
72  Additional project management at CNOC 
73  Provide MIDB DEF assistance 
74  Provide IBM’s Book Manager Read for Windows 
75  Upgrade Hollister Bldg router to include two-port Token Ring 
76  Remove one Unigate Network Analyst 
77  Provide hardware and software maintenance for MIDB server 
78  Add 2 4-MB memory modules to Transportation’s UniGate 
80  Renew UniGate licenses and maintenance 
81  Oracle licenses for HRS and Parallel Query Option for MIDB 
82  Supply HP-9000 as HRS Server 
83  Upgrade MIDB HP 9000 Server 
84  Provide pager coverage to support OFM requests 
85  Business Impact Analysis for BRS (Boulder) 
86  Modify State’s RMDS environment 
89  Additional DAT tape drive for MIDB HP Server 
90  Maintenance for MIDB workstation software through 11/30/96 
91  Provide additional DISKS for MIDB HP Server 
92  Services to support HRS DCDS HP9000 operations 
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93  
Services to assist MAIN FACS with batch and online application 
performance/reporting/verification/testing 

94  LMAN hardware/software maintenance for ‘95/’96 
95  MAIN hardware/software maintenance for ‘95/’96 
97  Upgrade FTP licenses 

98  
Services to assist MAIN FACS with batch and online application 
performance/reporting/verification/testing 

100  Maintenance for MIDB software/hardware through 9/30/97 
101  Maintenance renewal for LMAN and UniGate through 9/30/97 
102  Maintenance renewal for MAIN hardware/software through 9/30/97 
103  Maintenance for DCDS Oracle software through 9/30/97 
104  Maintenance for a Development Environment to support Y2000 
105  Replaces CO92 - services to support HRS DCDS HP9000 operations 
106  Install Palace Guard’s CICS/RACF, v2.2.1 
107  Maintenance for DCDS Server hardware/software through 9/30/97 
108  Maintenance for MIDB workstation software through 11/30/97 
111  Business Impact Analysis for BRS (Knapps) 
113  Maintenance of CTC Bridge to MIDB workstations through 11/30/97 

114  
Services to assist FACS with batch and online application 
performance/reporting/verification/testing 

115  CPU memory upgrades for MIDB HP 9000 T520 server  
116  Maintenance for MIDB & DCDS hardware/software through 9/30/98 
118  Assist to develop BR Plan for Knapps 
119  Maintenance for MIDB workstations through 11/30/98 

120  
Extension of CO59 - Supplemental Staff to support MIDB and MAIN-Net applications 
and servers 

121  Maintenance for MAIN hardware/software through 9/30/98 
122  LMAN/UniGate hardware/software maintenance thru 9/30/98 
123  Remove Print Services from Knapps Centre 
124  Substitute 2  L15-30R Exide receptacles with 2 L21-30R 
125  Replace IAT in MIDB with Oracle DBA specialist 
126  Upgrade software/hardware on Security Server and INMS 
127  Order and Install Compuware products at Boulder Facility 
128  Order, Install, Configure CPU upgrades for HP 9000 T520 DCDS server 

132  

Extension of CO 114 - Services to assist FACS with planning, developing, executing 
and documenting MAIN FACS verification, testing and performance plus Performance 
Manager and Powerbuilder Manager for DCDS 

133  Order, Install, Configure HP V2250 System as DCDS server 

134  
Provide facility, services to IPL MAIN Dev Sys w/Y2000 date to perform application 
tests 

135  Provide support to HRMN Dev System and Training Admn Server 
137  Manage a Proof of Concept project for OS/390 Data Access 
138  Maintenance and support for MIDB hardware/software thru 9/30/99 
139  Provide EMC hardware/software, support for EDM upgrade 
140  Add two Deltec UPS units 
143  Maintenance and support for MAIN hardware/software through 9/30/99 
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144  Maintenance for DMB-OT equipment through 9/30/99 
145  Maintenance for State Police equipment through 9/30/99 
146  Provide systems management services to OCT 
148  Maintenance for MIDB workstation software through 9/30/99 

151  Order and Install additional EMC drives and cache memory to support MIDB/DCDS 
152  Remove Open Reel Tape Drive from Knapps Centre 
153  Maintenance and support for Compuware products through 1/31/00 
154  UniGate/TCP equipment and services for DMB-OCAT 
155  Provide enterprise systems management services to DMB-OCAT 

157  
Assist in Initiating Process Improvements of Application Development Methods and 
Processes 

158  

Extension of CO 132 - Services to assist FACS with planning, developing, executing 
and documenting MAIN FACS verification, testing and performance plus Performance 
Manager and Powerbuilder Manager for DCDS 

160  Extension of CO 125 – Continue services of Oracle DBA specialist 

161  Extension of CO 120 - Provide supplemental staff to support MIDB and DCDS 

162  Replace current CNT configuration with routers in Boulder and Michigan 

165  Provide a Web Application Server on a 3rd LPAR to support MAIN’s EFT project 

166  
Provide project managers/consultants to support MAIN-FACS maintenance project and 
ADE project and support for State’s DCDS development 

167  Maintenance and support for MAIN hardware through 9/30/2000 
168  Provide project managers and developers for e-Business initiatives 
169  Maintenance and support for Compuware products through 3/31/01 

171  
Extend services under CO 158 and 166 - provide project managers/consultants to 
support MAIN, DCDS staffs, ADE consulting and EFT development 

173  Provide PowerBuilder resources for DCDS/HRMN Interface Development Project 
177  Provide production operations services for HRMN system 

 
The following change orders that were executed against the original Contract for Technology Services are open 
and remain in effect until completed per the terms of each change order: 

 
Change 
Order 

Number  Description 

170  Provide 4th Renewal Term for MIDB Ops Services through 9/30/03  
175  Network Consultant/Analyst  
181  Maintenance of MAIN security Server  

 
The following change orders were executed against the original Contract for Technology Services and are 
hereby incorporated and restated within this Contract: 
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Change 
Order 

Number  Description 
3  VPS/TCPIP Support and Maintenance 

50  Install, test, benchmark BMC products for SOM 
96  Disaster Recovery Services (Boulder) 

172  Make 3rd LPAR - SOMF - production ready 
176  Establish network connection to the State’s FEDI bank 
180  Maintenance of Compuware Products  

182  Provide assistance on new functionality or enhancements of MAIN FACS 

183  

Provide additional staffing to extend CO 171 and 182 - provide key staffing for 
performance enhancements, output outsourcing enhancements and e-
government projects and DCDS enhancements 

 
Change orders numbered between 1 and 183 not represented above were never executed by the Parties. 
 
As of the Effective Date, all new change orders executed by the Parties will be documented in Exhibit I. 
3.0 DEFINITIONS 
 
9021-340 Equivalent Application CPU Hours means the number of Application CPU Hours on an IBM 
ES9000/9021-340 single image processor that is equivalent in processing output to the Hours Used for any 
given period, determined using a mutually agreed-upon published conversion formula. 

Actual Uptime means, of the Scheduled Hours, the aggregate amount of time, in any month, during which 
each Region (including without limitation the router from the Lansing based channel extender to Boulder, 
Colorado) is actually available for use by the State’s end users at the point of interface to the State’s network 
(i.e., router).  

Additional Service are services that are requested by the State which IBM Global Services reasonably 
believes are not within the scope of IBM Global Services’ responsibilities and charges as set forth in this 
Contract.  

Affiliate of a Party means any person or entity that directly or indirectly, through one or more intermediaries, 
controls, is controlled by, or is under common control with such Party.  

Application CPU Hours means the cumulative number of hours of elapsed time the host (i.e., mainframe) 
CPU actually spends running State application-level work during the month (i.e., the actual application program 
processing time), as depicted in Section 7, and measured using the System Measurement Facility (SMF) or 
other mutually agreed-upon facility.  “Application CPU Hours” shall exclude any uncaptured CPU time and any 
CPU hours attributable to system services or service provider usage, as depicted in Exhibit H9-1.  Application 
CPU hours shall be measured and priced separately for Prime Shift and Off-Prime Shift, as reflected in 
Exhibits H1 and H2. 

Application Gigabytes means the peak number of Gigabytes of DASD allocated by or for the State’s 
application-level work during the month, as depicted in Section 7, and measured using DECOLLECT or other 
mutually agreed-upon facility.  “Application Gigabytes” shall exclude any Gigabytes of DASD attributable to 
system services or service provider usage, as depicted in Exhibit H9-2.  

Application Maintenance Manager is a member of the core team of application development and 
maintenance staff.  This individual manages the day-to-day needs of the application development and 
maintenance staff and provides overall accountability and control of the resources assigned to the State of 
Michigan development and maintenance staff.  

Application Software means any Software that processes data for the end user. 

Application Tape Mounts means the total number of mainframe computer tapes mounted by IBM Global 
Services for the purpose of running the State’s application-level work during the month, measured using the 
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SMF facility or other mutually agreed-upon facility.  “Application Tape Mounts” shall exclude any tapes 
mounted by IBM Global Services attributable to system services or service provider usage.  

Approved Subcontractor means any IBM Global Services subcontractor that the State has approved to 
perform certain of the Services, as indicated in Exhibit D.  

Availability means Actual Uptime plus Excusable Downtime, divided by Scheduled Uptime.  For purposes of 
determining whether IBM Global Services’ performance meets any availability Standard, IBM Global Services’ 
availability performance shall be measured on a monthly basis for each Region during each month of the 
Term, to be calculated and reported as provided in Section 6.2.1.  

Benchmark Comparators - The representative data set from other outsourced organizations that the 
Benchmarker will use for comparison during the Benchmark Study.  Comparators will be chosen based on the 
guidelines outlined in Section 4.19. 

Benchmark Results - The Benchmarker's written report of the results of the Benchmark Study, including any 
appropriate supporting documentation. 

Benchmark Review Period - means the 30-day period following the State's and IBM's receipt of the 
Benchmark Results during which the State and IBM will review such Benchmark Results. 

Benchmark Study – A measurement process conducted by a qualified third party Benchmarker to objectively 
compare the services, service charges and performance metrics against industry norms and market standards 
to ensure that the State is obtaining pricing and levels of service that are competitive with market rates, prices 
and service levels, given the nature, volume and type of Services provided by IBM.  The study will yield 
Benchmark Results that may be used as a guideline to modify the services, service levels, and pricing 
delivered to the State. 

Benchmarker - means the firm or individual the State and IBM jointly select to conduct the Benchmark Study.  

Business Days means weekdays, Monday through Friday, inclusive, except for holidays observed by the 
State.  

Business Recovery Services (BRS) are those services described in Section 5.6.  

Business Recovery Services (BRS) Configuration means the machines and equipment which IBM Global 
Services and the State mutually agree are necessary to process the critical elements of the MAIN-FACS 
applications. 

Cause shall have the meaning specified in Section 4.20.1.  

Change Authorization Order or “Change Order” shall have the meaning specified in Section 4.1.2.2.  

Change Order Labor Rates means the fully-loaded hourly labor rates specified in Exhibit H6.2 and H6.4.  
These are the rates that are to be charged to the State for Services performed under a Change Authorization 
Order.  

Fully-loaded hourly rates mean wages, fringes, and travel.  It does not include work stations, facilities, 
telephone, office supplies, etc. 

Cold Site is a facility which includes a raised floor, air conditioning, electrical power, lighting, water cooling, 
and safety and security systems necessary to install IBM Global Services or State of Michigan supplied 
equipment sufficient to process the critical elements of the MAIN-FACS applications at the expiration of the 
permitted duration of Hot Site Services.   

Cold Site Services is the Service by which a Cold Site is made available.  

Commencement Date means, with respect to any category of Services, the date of commencement of the 
Processing Services component of such category of Services or other work. 

Contract means this Contract for Technology Services, including the Exhibits and their Attachments.  

DASD Utilization means a Key Resource Unit, the utilization of which will be measured in Application 
Gigabytes.  One gigabyte equals 1024 x 1024 x 1024 bytes.  



 

 13 

Deliverable means a discrete Work Product to be developed by IBM Global Services and delivered to the 
State in accordance with this Contract.  

Development Project means the Services which IBM Global Services may perform to develop new systems 
or Services, install any necessary equipment, assemble and train staff, develop procedures, and perform 
performance and acceptance testing, as applicable to such Service and as described in the applicable 
statement of work. 

Direct Cost means any direct out-of-pocket expense of IBM Global Services for any equipment, materials, 
supplies, travel, lodging or third Party services provided to or for the State under this Contract, but not 
including any of IBM Global Services’ overhead costs or administrative expenses. 

Disaster is any unplanned interruption of services of information processing at the location where the MAIN-
FACS applications are running which significantly impairs the State’s ability to perform critical functions of the 
MAIN-FACS applications and which, based on the advice of IBM Global Services, is projected to exceed forty-
eight (48) hours. 

Disaster Declaration is defined as the point in time when the State of Michigan, at its sole and reasonable 
discretion, determines that there is a Disaster which will cause an outage of the critical elements of the MAIN-
FACS applications which, based on the advice of IBM Global Services, is projected to exceed forty-eight (48) 
hours. 

Disaster Recovery means the offsite restoration of vital business processes at a Hot Site Recovery Center 
during the immediate post Disaster period.   

Effective Date means February 1, 2002. 

Environment means the CICS, TSO and Report Management Distribution System (“RMDS”) regions of the 
Development Environment (DMAIN) and the Production Environment (PMAIN) and the CICS regions of the 
Acceptance Test Environment (TMAIN), the Training Environment (EMAIN), and the web hosting environments 
WebSRD, WebSRT and WebSRP.  

Excusable Downtime means of the Scheduled Uptime:  (i) the aggregate amount of time, in any month, 
during which a Region is down due to an excusable failure as specified in Section 4.23 of the Contract (which 
failure is not due to IBM Global Services’ failure to exercise due care including, without limitation, failure to 
provide proper preventive or remedial maintenance for the Software or Hardware); or (ii) downtime to a Region 
deemed Excusable Downtime pursuant to the Excusable Downtime Resolution Process as specified in Section 
6.7.  

Excusable Downtime Resolution Process means the process described in Section 6.7.  

Expedited/Emergency Change means an Expedited or Emergency Change as defined in the Change 
Management Process Guide.  

FACS means the Financial Administrative and Control System as operated by MAIN. 

Hardware means all computers and related attachments, features, accessories, printers, peripheral devices 
and other computer hardware or equipment provided to the State by IBM Global Services under this Contract. 

Host CPU Utilization means the Key Resource Unit, the utilization of which will be measured in Prime Shift 
and Off-Prime Shift Application CPU Hours. 

Hot Site Recovery Center is the location where Business Recovery Services are performed, which include 
both testing and recovery in the event of a Disaster.  A Hot Site Recovery Center includes the equipment in the 
BRS Configuration or equivalent necessary to provide a recovery of all critical MAIN-FACS applications.  This 
Hot Site is located at a Recovery Center.  

Hours Used equals the number of Application CPU Hours (Prime Shift or Off-Prime Shift, as the case may be) 
actually used by the State during a month.  

IBM Global Services Project Executive means the IBM Global Services manager who will have direct day-to-
day responsibility for all aspects of the Services.  The IBM Global Services Project Executive shall be assigned 
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full time to perform his or her responsibilities in managing the delivery of the Services and shall be located on-
site in Lansing and shall be assigned overall responsibility for managing the relationship with the State 
contemplated by the Contract, including ultimate responsibility for all aspects of the Services.  

Incentive Performance Standard means the level of performance of the Processing Services which, if met or 
surpassed by IBM Global Services, may allow IBM Global Services to receive a Service Incentive as provided 
in Section 6 and its Exhibits.  

Information Security Controls (also known as IBM document GSD331) means a document used to define 
and document the requirements for mainframe/host and LAN system security as agreed to by IBM and MAIN.  

Key Personnel means the IBM Global Services and subcontractor personnel listed in Exhibit E. 

Key Resource Unit means the representative categories of resources used in the provision of the Processing 
Services, the utilization of which will be tracked and used to determine the Unit Charges due, for which the 
prices include all other resources used in providing the Processing Services. 

Late Delivery means failure by IBM Global Services to make timely delivery of certain Deliverables relating to 
the Development Projects. 

MAIN means the Michigan Administrative Information Network. 

MAIN Application Software means the various financial and accounting applications that constitute part of 
MAIN. 

MAIN Data Center means the IBM Global Services information processing facility in Boulder, Colorado, from 
which the Processing Services are to be provided by IBM Global Services, or any replacement IBM Global 
Services information processing facility approved by the State. 

MAIN Platforms means the Environments. 

MAIN Software means the Software, the MAIN Application Software, and any other software which the State 
requests IBM Global Services to operate. 

Maintenance Window means the period of time from 2 p.m. - 6 p.m. Sundays or such other time as may be 
agreed to by the Parties. 

MIDB means the Management Information Database. 

Minimum Performance Standard means the level of performance of the Processing Services, which, if not 
met by IBM Global Services, shall cause IBM Global Services to incur Service Credits.  

Monthly Amount means, with respect to any month during the Term of the Contract, an amount equal to the 
sum of all charges and any other amounts payable to IBM Global Services by the State for such month.  

On-line Response Time means the amount of time required by the CICS Region within an Environment (or 
TSO Region in the case of DMAIN and PMAIN) to process a request for information from a State end user.  

Operating Software means any Software used to control computers and/or associated devices and run 
Application Software, including, but not limited to, compilers, utilities, database managers and other 
application-enabling Software. 

Party means either IBM Global Services or the State, as appropriate, and the “Parties” means both IBM Global 
Services and the State.   

Payment Deliverable means a report, preceding or accompanying the monthly invoice for services rendered, 
in a form and at a level of detail approved by the State, documenting the levels (quantities) of Services 
provided, showing the calculations of the invoiced charges and comparing the performance of the Services 
against the applicable Performance Standards.  

Performance Standard means the required level of performance of the Processing Services as further 
specified in Section 6 and its Exhibits. 
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Primary Recovery Site:  The Hot Site Recovery Center designated by IBM Global Services to serve the State 
under normal circumstances.  IBM Global Services has the right to revise this designation upon thirty (30) days 
written notice to the State. 

Prime Shift means the hours of 8:00 a.m. through 5:00 p.m. (Eastern Time) Monday through Friday, including 
holidays.  Hours that are not Prime Shift hours shall be referred to as “Off-Prime Shift.” 

Processing Manager means the IBM Global Services manager responsible for all aspects of the delivery of 
the Processing Services. 

Processing Services shall have the meaning specified in Section 5.1 and 5.2. 

Purchasing Director means the individual who is serving as the Purchasing Director of the Office of 
Acquisition Services, Michigan Department of Management and Budget. 

Rate Cards means the rate tables for the Processing Services which show unit prices for levels of utilization of 
the Key Resource Units, as shown in Exhibits H1 through H5. 

Recovery Center is an IBM facility where IBM Global Services provides Business Recovery Services.  IBM 
Global Services may provide Business Recovery Services in a location other than the Primary Recovery 
Center. 

Recovery Site is an IBM facility where Business Recovery Services (sometimes referred to as Disaster 
Recovery Services) are provided. 

Redeemable Service Credits means, with respect to a month in which IBM Global Services meets or 
surpasses the Incentive Performance Standard for a particular category of a Service, the aggregate amount of 
Service Credits paid for that category of Service in the most recent three (3) prior months for which Service 
Credits were assessed for that category of Service; provided, however, that any Service Credits assessed 
more than twelve (12) months prior to the month in which the Incentive Performance Standard for that category 
of Service was met or surpassed shall not be subject to redemption under Section 6 and its Exhibits.  

Region means the CICS, TSO or RMDS region of an Environment, as applicable. 

Retainage Pool shall have the meaning specified in Section 4.4.  

Scheduled Downtime means the aggregate amount of time in any month during which a Region is scheduled 
to be unavailable to the State’s end users as required for systems maintenance and administration activities.  
Scheduled Downtime includes, but is not limited to, Maintenance Windows.  Scheduled Downtime must be 
mutually agreed to by the Parties.  Upon reasonable request by the State, any Region shall be available for 
use by the State during periods of Scheduled Downtime.  The time during such periods that a Region 
requested to be available for use is actually available for use shall be treated as Actual Uptime and Scheduled 
Uptime for purposes of calculating Availability for such Region. 

Scheduled Hours means the days of the week and hours of each day that each Region is regularly scheduled 
to be available for on-line use by the State’s end users; provided, however, that Scheduled Hours shall be 
deemed to exclude Scheduled Downtime, if any, that intersects with Scheduled Hours. 

Scheduled Uptime means the aggregate number of Scheduled Hours in any month during which each Region 
is scheduled to be available for use by the State’s end users. 

Service Credits are monetary credits in the form of a reduction in the Monthly Amounts that would otherwise 
be payable by the State to IBM Global Services under the Contract, as provided in Section 6 and its Exhibits, 
to which the State becomes entitled upon IBM Global Services’ failure to meet any Minimum Performance 
Standard in a month.  

Service Incentives are incentive monetary amounts which IBM Global Services may become eligible to 
receive, as provided in Section 6 and its Exhibits, for meeting or exceeding the Incentive Performance 
Standards.  
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Service Level Objectives means the levels of performance which IBM Global Services is expected to meet 
during the Term of the Contract.  Neither Service Credits nor Service Incentives apply to meeting or exceeding 
the Service Level Objectives. 

Service Tower means as of the Effective Date of the Contract extension, the Service Tower consists of 
Mainframe Services, Application Development Services and Network Services.  New Services, as may be 
contracted for from time to time, may require additional Service Towers to be created as mutually agreed 
between the Parties. 

Services means the Processing Services, and/or other work, and any Additional Services provided or to be 
provided to the State under this Contract, as such Services are described in this Contract and as such 
Services evolve, are enhanced and change over the Term as contemplated by this Contract. 

Software means the computer programs, whether source or object code, and whether IBM Global Services or 
subcontractor-owned or Third-Party Software, including all related documentation and materials, used by IBM 
Global Services in performing the Services or provided to the State by IBM Global Services under this 
Contract, including all related technical, user and development documentation and materials.  The Software 
which the Parties currently contemplate that IBM Global Services will provide to the State under this Contract 
is listed in Exhibit C. 

Standards means the collection of the Performance Standards, Minimum Performance Standards and 
Incentive Performance Standards.   
State means, for purposes of Contract administration and compliance, the Michigan Department of 
Management and Budget.  Where actions are a combination of the Office of Purchasing and another 
department(s), “State” will include such other departments, which shall be, together with the Department of 
Management and Budget, a Party to the Contract with respect to such Change Authorization Order.  With 
respect to Services to be received and/or the granting of licenses and rights pertaining thereto, “State” shall 
mean all agencies, departments, boards, commissions, authorities and other units and instrumentalities of the 
Michigan State government, with the exception of institutions of higher education.  For purposes of applying 
the terms and conditions of the Contract to Change Authorization Orders signed by a unit of state government 
other than the Michigan Department of Management and Budget, “State” shall include the signing unit, but 
such unit’s obligations under the Contract shall be limited to the particular Services commissioned by it under 
the Change Authorization Order(s) to which it is a signatory. 

State Contract Administrator means the State official whom the State notifies IBM Global Services is 
assigned to serve in such capacity. 

State Facilities means the MAIN Facilities which the State makes available to IBM Global Services to facilitate 
IBM Global Services’ performance of the Services. 

Successful Disaster Recovery Test means that the critical applications of the MAIN-FACS application were 
restored at the Recovery Site, the batch and online systems to access the critical applications were available 
and functional, and the Recovery Site was accessible to the State-Network in Lansing, Michigan. 

Tape Utilization means the Key Resource Unit, the utilization of which will be measured in Application Tape 
Mounts. 

Term means the time period from the Effective Date through the expiration or termination for any reason of the 
last category of Services hereunder. 

Third-Party Software means any Software that is not owned by IBM Global Services, any Affiliate of IBM 
Global Services or the State. 

Unauthorized Removal shall have the meaning specified in Section 4.5.1.2.a. 

Unilateral Change Authorization Order shall have the meaning specified in Section 4.1.2.3. 

Unit Charge means the dollar rate per unit, as set forth in Exhibit H, used to calculate the amount due IBM 
Global Services for utilization of Key Resource Units.  
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Virus means any destructive computer program or code that is intended to disrupt or interfere with normal 
computer operations, including, without limitation, viruses, “worms,” data disabling codes, “logic bombs” and 
“time bombs.” 

Web Transaction Response Time means the amount of time to process agreed-to-scripts in the web 
environment from a designated device. 

Work Product means all specifications, drawings, sketches, designs, documents, correspondence, diagrams, 
software, documentation, data and other materials and work products produced by IBM Global Services and/or 
its subcontractors in the course of performing the Services and fixed in any tangible medium, together with all 
intellectual property rights embodied in or associated with the foregoing items. 

4.0 GENERAL TERMS, CONDITIONS AND PROVISIONS 
The following terms, conditions and provisions shall apply to IBM Global Services’ (and its Approved 
Subcontractors’) performance of the Services.   
4.1 Change Requests 
 

4.1.1 Requests 
The State reserves the right to request from time to time any changes to the requirements and 
specifications of this Contract and the Services to be performed by IBM Global Services under 
this Contract, including the timing of Deliverables.  Examples of change requests include the 
following: 
 
• System enhancements requested by the State Contract Administrator. 

 
• Changes mandated by federal or State legislation. 

 
• Requests for specific assistance to be provided to State departments or agencies, generally 

to be paid for with funds provided by the requesting department or agency. 
 

• Requests by the State for additional assistance in MAIN-related activities. 
 

• Orders by the State for additional Hardware, Software or other products and services 
consistent with the general scope of this Contract. 

 
• Changes recommended by IBM Global Services and approved by the State. 

 
4.1.2 Procedures 

  4.1.2.1 IBM Global Services’ Proposal in Response to a Change Request.   
a. Proposals.  Within fifteen (15) days after (i) receipt of a request by the State for 

any such change with respect to any Development Project, and within forty-five 
(45) days with respect to any other Services, or such other period of time as the 
Parties may mutually agree to in writing, or (ii) IBM Global Services providing 
notice to the State of any event or condition which IBM Global Services knew or 
should have known may result in additional compensation for lost efforts 
pursuant to Section 2.1(d), IBM Global Services shall submit to the State a 
proposal describing any changes in products, services, timing of delivery, 
assignment of personnel, and the like, and any associated price adjustment.  The 
price adjustment shall be based on a good faith determination and calculation by 
IBM Global Services of the additional cost to IBM Global Services in 
implementing the change request less any savings realized by IBM Global 
Services as a result of implementing the change request.  IBM Global Services’ 
proposal shall describe in reasonable detail the basis for IBM Global Services’ 
proposed price adjustment, including the estimated number of hours by labor 
category, and the charges for any materials or products required to implement 
the change request.  
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b. Change Authorization Order Rates.  To the extent that additional costs or cost 

savings result from an increased or decreased number of labor hours, IBM 
Global Services shall use the appropriate rates as provided in Exhibits H6.2 and 
H6.4 in proposing the price adjustment or, if a labor rate is not specified in 
Exhibits H6.2 and H6.4 in this Contract for a particular labor category applicable 
to the change request, IBM Global Services shall use the contract hourly rate 
specified in for that labor category listed in Exhibits H6.2 and H6.4 which is most 
nearly equivalent to the labor category being used. 

 
c. Products and Materials.  To the extent that additional cost or cost savings result 

from a change in required products and materials, IBM Global Services shall 
obtain any additional products and materials and provide them to the State. 

 
    (1)  for items for which IBM Global Services is an authorized reseller, the 

lowest price at which IBM Global Services sells such products and 
materials to any customer buying a similar quantity; or  

 
    (2) for items for which IBM Global Services is not an authorized reseller, the 

lowest Direct Cost available to IBM Global Services in its own right and 
not as an agent for another customer, plus a mark-up not to exceed 
seven percent (7%), except as otherwise specified in this Contract.   

 
Similarly, if the change request is expected to result in a reduction in materials or 
products required to perform the services, IBM Global Services’ charges shall be 
reduced by the cost savings resulting from the materials or products eliminated 
by the change request. 

 
4.1.2.2 If the State accepts IBM Global Services’ proposal, it will issue a change 

authorization order substantially in the form attached as Exhibit J referencing IBM 
Global Services’ proposal and signed by the Purchasing Director (a “Change 
Authorization Order”), and IBM Global Services will implement the change request 
described therein.  IBM Global Services will not implement any change request until 
a Change Authorization Order has been validly issued.  IBM Global Services shall 
not be entitled to any compensation for implementing any change request or Change 
Authorization Order except as explicitly provided in an approved Change 
Authorization Order. 

 
  4.1.2.3 If the State does not accept IBM Global Services’ proposal, the State may: 

a. withdraw its change request; 
 

b. modify its change request, in which case the procedures set forth above will 
apply to IBM Global Services’ response to the modified change request; or 

 
c. issue a unilateral Change Authorization Order signed by the Purchasing Director, 

which sets forth what the State considers to be the appropriate price adjustment 
and schedule for performance for the change request (a “Unilateral Change 
Authorization Order”). 

 
  4.1.2.4 The price adjustment and schedule for performance set forth in a Unilateral Change 

Authorization Order will be final and binding unless IBM Global Services initiates the 
dispute resolution procedures set forth in Section 4.22 below within thirty (30) days 
after issuance of the Unilateral Change Authorization Order, in which case the 
matters in dispute will be resolved in accordance with such dispute resolution 
procedures.  IBM Global Services will be required to use all commercially reasonable 
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efforts to implement a change request described in a Unilateral Change 
Authorization Order in accordance with the terms of such Unilateral Change 
Authorization Order, even if the price adjustment and schedule for performance have 
not been finally determined under the dispute resolution procedures by the 
requested implementation date. 

 
4.1.3 Additional Services 

If the State requests or directs IBM Global Services to perform any service or function that is 
consistent with and similar to the Services, but which IBM Global Services reasonably and in 
good faith believes is not included within the scope of IBM Global Services’ responsibilities and 
charges as set forth in this Contract, then, prior to performing such service or function, IBM 
Global Services shall promptly notify the State in writing that it considers such service or 
function to be an “Additional Service” for which IBM Global Services should receive additional 
compensation, specifying the basis for such claim.  If IBM Global Services does not so notify the 
State, IBM Global Services shall have no right to claim thereafter that it is entitled to additional 
compensation for performing such service or function.  If IBM Global Services does so notify the 
State, then such service or function shall be governed by the change request procedure set 
forth in Section 4.1.2 above. 
 

4.1.4 Compensation for Lost Efforts 
If IBM Global Services seeks to claim compensation from the State for additional unanticipated 
costs incurred by it as a result of providing substantial lost efforts in support of fulfilling its 
contractual obligations because of the State’s failure to perform its material responsibilities 
under this Contract, then IBM Global Services shall first provide to the State written notice of 
any such claim of performance failure by the State promptly after the occurrence of the event 
(performance failure) giving rise to the claim and prior to IBM Global Services incurring any 
additional costs for substantial lost efforts for which additional recompense from the State will 
be sought.  If IBM Global Services does not timely notify the State, IBM Global Services shall 
have no right or entitlement to additional compensation from the State for any such 
unproductive, wasted or Additional Services, functions or the like arising out of or resulting from 
lost efforts or incurred prior to the submission of such notice.  To the extent such notice is 
provided by IBM Global Services as required herein, any such compensation claim shall be 
made and governed by the change request procedure set forth in this Section 4.1. 
 

4.2 Management, Control, Security and Reporting 
IBM Global Services agrees that it will perform the Services in accordance with and subject to the terms 
and conditions set forth in Section 5 and associated exhibits relating to management, control, security 
and reporting in respect of the Services. 

 
4.3 Most Favored Customer 
 In the event that IBM Global Services’ charges to any commercial customer, or to any other federal, 

state or local governmental entity, which purchases similar levels and types of services on similar terms 
and conditions from IBM Global Services are more favorable to such commercial customer or other 
governmental entity than IBM Global Services’ charges to the State under this Contract, IBM Global 
Services shall immediately notify the State of the same and reduce its charges to the same level as the 
charges to such commercial customer or other governmental entity.  Such reduction in charges shall be 
retroactive to the date on which the more favorable charges to such commercial customer or other 
governmental entity became effective.  Any failure by IBM Global Services to comply with this Section 
shall be considered to be a material breach of this Contract.  IBM Global Services must furnish the 
State annually, on or before February 15 of each year of the Term, with a certification of its compliance 
with this Section, which certification shall be signed by an officer of IBM Global Services. 
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4.4 Retainage 
4.4.1 Other Projects - The State will have the right as part of the change request process under 

Section 4.1 to establish Retainage Pools for any other Development Projects performed by IBM 
Global Services during the Term of this Contract in such amounts as the State deems 
appropriate in its reasonable judgment in the context of the project, considering the risks 
associated with the project. 

 
4.4.2 The amount of any Retainage Pool described in this Section 4.4 shall be in addition to, and not 

in lieu of, any amounts otherwise held by the State pursuant to other terms of this Contract. 
 

4.5 Liquidated Damages 
4.5.1 General 

4.5.1.1 IBM Global Services acknowledges that it is also critical to the overall success of 
MAIN that no Software or Hardware provided by IBM Global Services to the State 
during the Term of this Contract contains or introduces a software Virus that results 
in contamination or damage to the State’s equipment or its mainframe, network, 
personal computing or other environments, including the hardware or software of any 
contractor authorized to be connected to the State’s computing environments. 

 
4.5.1.2 Set forth in Section 4.5.2 below are liquidated damages for: 

 
a. the removal or reassignment by IBM Global Services, without the State’s prior 

written approval, of any Key Personnel (any such removal or reassignment of 
Key Personnel being referred to below as an “Unauthorized Removal”), and  

 
b. IBM Global Services introducing a Virus to any software. 

 
4.5.1.3 In most cases it would be impractical and extremely difficult to fix the actual amount 

of damages sustained by the State as a result of any such Late Delivery, 
Unauthorized Removal or Virus.  Therefore, IBM Global Services and the State 
presume and agree that, in the event of any such Late Delivery, Unauthorized 
Removal or Virus, the liquidated damages amounts specified below will be a 
reasonable approximation of the damages that will be suffered by the State as a 
result thereof.  Accordingly, in the event of any such Late Delivery, Unauthorized 
Removal or Virus, IBM Global Services shall, at the written direction of the State, pay 
the amount set forth in Section 4.5.2 to the State as liquidated damages, and not as 
a penalty.  Liquidated damages shall be payable within fifteen (15) days after 
notification of assessment by the State.  In its discretion, the State may deduct any 
liquidated damages assessed by the State from any charges payable to IBM Global 
Services pursuant to this Contract.  No delay by the State in assessing or collecting 
liquidated damages shall be construed as a waiver of such right. 

 
4.5.1.4 For the purpose of determining when liquidated damages are due the State under 

this Section, the date on which IBM Global Services shall be considered to have 
delivered a Deliverable to the State is the date on which IBM Global Services 
delivers the Deliverable to the State in a form that is subsequently determined by the 
State to meet the acceptance criteria for such Deliverable. 

 
4.5.1.5 The State agrees to promptly notify IBM Global Services of any circumstances of 

which the State becomes aware that the State believes are likely to result in the 
imposition of liquidated damages against IBM Global Services. 

 
4.5.2 Liquidated Damages Amounts 

4.5.2.1 IBM Global Services will not commit an Unauthorized Removal of any Key Personnel 
until the completion and acceptance by the State of all Deliverables to which such 
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Key Personnel are assigned or for which they are responsible, nor shall IBM Global 
Services fail to make any such Key Personnel available to the State as reasonably 
requested by the State during the 90-day period immediately following the 
completion of the Development Project assignment of such person.  Removal of Key 
Personnel for termination of employment with IBM Global Services, for serious 
illness of the person or a member of his or her family or other reasons beyond the 
direct control of both the employee and IBM Global Services shall not be deemed to 
be an Unauthorized Removal and shall not result in the imposition of liquidated 
damages.  IBM Global Services will pay the State, as liquidated damages, $25,000 
for each occurrence of any such Unauthorized Removal.  Such amount shall be in 
addition to any liquidated damages set forth above for Late Deliveries and shall be 
payable regardless of whether IBM Global Services meets or fails to meet 
Deliverables schedules. 

 
4.5.2.2 If IBM Global Services introduces a Virus, IBM Global Services will pay the State, as 

liquidated damages, the following amounts: 
a. $4,000 for each hour of regularly planned and scheduled mainframe computer 

operation or fraction of an hour in excess of one (1) hour that any mainframe 
computer function or operation available prior to the introduction of the Virus is 
unavailable to any significant segment of the State’s user community; provided, 
however, that the liability of IBM Global Services under this Subparagraph for 
each incidence of a Virus shall not exceed $250,000 per mainframe affected by 
such Virus. 

 
b. $100 for each hour or any fraction of an hour in excess of one (1) hour for each 

piece of equipment in the State’s network or personal computing environment 
unable to perform any function or operation which it was able to perform prior to 
the introduction of the Virus; provided, however, that the liability of IBM Global 
Services under this Subparagraph for each introduction of a Virus shall not 
exceed $250,000. 

 
The liquidated damages set forth in this Section 4.5.2.2 shall be in addition to IBM 
Global Services’ obligation to remove the Virus from all of the State’s environments, 
to restore all operations and functionality in all such environments, and to recover or 
recreate all damaged files, all at no additional charge to the State.  The State may, 
however, at its option, elect to restore or recreate damaged or lost data files at IBM 
Global Services’ expense, in which event IBM Global Services shall pay the State 
$40 for each hour or fraction of an hour multiplied by the total number of staff hours 
that State’s personnel reasonably expend to recover or recreate damaged State data 
files. 

 
4.5.3 Other Remedies 

The assessment and collection of liquidated damages for any Late Delivery, Unauthorized 
Removal or Virus described above shall not be construed to limit in any way any other legal or 
equitable remedies of the State for such Late Delivery, Unauthorized Removal or Virus 
(including, without limitation, the right to terminate this Contract for Cause), except that the 
State’s right to seek actual damages shall be limited as set forth below.  The State may seek 
actual damages for any Late Delivery, Unauthorized Removal or Virus described above 
(regardless of whether the State terminates this Contract), if in the State’s judgment it is 
possible to fix actual damages for such Late Delivery, Unauthorized Removal or Virus; provided, 
however, that if the State commences an action or proceeding seeking actual damages for any 
such Late Delivery, Unauthorized Removal or Virus, the State will be entitled to receive only the 
amount of actual damages awarded in such action or proceeding (after the exhaustion of all 
appeals) or agreed to by the State and IBM Global Services in a written settlement agreement.  
The State may retain any liquidated damages collected for such Late Delivery, Unauthorized 
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Removal or Virus pending final determination in such action or proceeding of the amount of 
actual damages to which the State is entitled.  Such liquidated damages will be applied by the 
State as a credit against the amount of actual damages to which the State becomes entitled.  If 
the amount of actual damages to which the State becomes entitled is less than the liquidated 
damages collected by the State for such Late Delivery, Unauthorized Removal or Virus, the 
State will promptly refund the difference to IBM Global Services. 
 

4.6 Accounting Records 
IBM Global Services will be required to maintain all pertinent financial and accounting records 
(including time sheets and payroll records, and information pertaining to this Contract and to the 
services, equipment and commodities provided under this Contract) in accordance with generally 
accepted accounting principles and other procedures specified by the State.  All such financial and 
accounting records that are necessary to substantiate compliance with the terms and conditions of this 
Contract shall be made available, upon request, to the Michigan Department of Management and 
Budget, the State Office of the Auditor General, or any State agency that is receiving any of the 
Services, or any of their respective designees, at any time during the Contract Term and any extension 
thereof, and for three (3) years from the expiration or termination date of, and final payment under, this 
Contract or any extension thereof. 
 

4.7 IBM Global Services Personnel 
4.7.1 Key Personnel 

The State will have the right to approve the assignment and replacement by IBM Global 
Services of all Key Personnel (listed in Exhibit E).  Before assigning an individual to any Key 
Personnel position, IBM Global Services will notify the State of the proposed assignment, will 
introduce the individual to the appropriate State representatives, and will provide the State with 
a resume and any other information about the individual reasonably requested by the State.  
The State reserves the right to interview the individual before granting approval. 
 
4.7.1.1 IBM Global Services and the State agree to reconsider from time to time and, as 

appropriate, to modify Exhibit E as necessary to reflect the replacement of any Key 
Personnel listed on Exhibit E or to add the names of any IBM Global Services or 
contractor personnel who have assumed significant responsibility for managing the 
provision of the Services or who have acquired a sufficient amount of technical 
knowledge about the Services and/or the State’s operating and user environments 
that the removal or reassignment of such person would materially disrupt the 
ongoing provision of the Services.  

 
4.7.1.2 In the case of any subcontractors of IBM Global Services who are identified on 

Exhibit E as Key Personnel, IBM Global Services agrees to make reasonable efforts 
to prevent the removal or reassignment of such subcontractor Key Personnel without 
the State’s approval and agrees that, in any event, no such subcontractor Key 
Personnel will be removed or reassigned without at least one month’s advance 
notice to the State.  

 
4.7.1.3 In the case of any subcontractor personnel who are engaged by IBM Global Services 

to provide services to the State on a time-and-materials basis, IBM Global Services 
agrees that such subcontractor personnel will not be removed or reassigned from the 
State’s work without at least one month’s advance notice to the State.  In return, the 
State agrees that if it directs IBM Global Services to terminate the engagement of 
any such subcontractor personnel on less than one month’s notice, other than for 
good cause, the State shall be liable for reimbursing IBM Global Services for any 
early termination penalties paid by IBM Global Services to the subcontracting firm in 
respect of such termination, in an amount not to exceed $12,500 per person.  

 
4.7.2 Replacement of Personnel at the State’s Request 
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The State reserves the right to require IBM Global Services to replace IBM Global Services or 
IBM Global Services subcontractor employees who the State in the exercise of its reasonable 
judgment determines to be incompetent, careless, unsuitable or otherwise objectionable, or 
whose continued use is deemed contrary to the best interests of the State.  Before a written 
request for replacement personnel is issued, it will be discussed by authorized representatives 
of the State and IBM Global Services.  Upon receipt of a written request from an authorized 
representative of the State, IBM Global Services shall be required to proceed with the 
replacement.  The replacement request will include the desired replacement date and the 
reason for the request.  IBM Global Services shall use its best efforts to effect the replacement 
in a manner that does not degrade Service quality.  This provision will not be deemed to give 
the State the right to require IBM Global Services to terminate any IBM Global Services 
employee’s employment; it is intended to give the State only the right to require that IBM Global 
Services discontinue using an employee in the performance of the Services. 

 
4.7.3 Replacement Personnel 

Any replacement personnel assigned by IBM Global Services or an IBM Global Services 
subcontractor to perform the Services shall have qualifications for the assigned position that 
equal or exceed those of the person being replaced. 
 

4.8 Assignment 
4.8.1 IBM Global Services shall not have the right to assign this Contract, or any of its duties or 

obligations under this Contract, to any other party (whether by operation of law or otherwise), 
without the prior written consent of the State.  Any purported assignment in violation of this 
Section shall be null and void and shall constitute a material breach of this Contract.  No 
permitted assignment shall become effective until the assignee has agreed in writing to be 
bound by this Contract and to assume the assignor’s duties and obligations under this Contract.  
In the event of such an assignment, the assignor shall remain obligated to the State on this 
Contract. 

 
4.8.2 IBM Global Services may not assign the right to receive money due under this Contract without 

the prior written consent of the Purchasing Director. 
 

4.9 Subcontracting 
4.9.1 IBM Global Services shall have full responsibility for all of the Services.  The State will consider 

IBM Global Services to be the sole point of contact with regard to all contractual matters, 
including payment of any and all charges, under this Contract.  

 
4.9.2 IBM Global Services shall not delegate any duties under this Contract to a subcontractor unless 

the State Contract Administrator has given written consent to such delegation.  Notwithstanding 
the foregoing, the State expressly initially consents to the Contractor’s use of the subcontractors 
designated in Exhibit D as “Approved Subcontractors” in providing the specified Services.  The 
State shall have the right to prior approval of all other subcontractors and to require IBM Global 
Services to replace Approved Subcontractors found, in the reasonable judgment of the State, to 
be unacceptable.  In any subcontracts entered into by IBM Global Services for the performance 
of the Services, IBM Global Services shall require the subcontractor, to the extent of the 
Services to be performed by the subcontractor, to be bound to IBM Global Services by the 
terms of this Contract and to assume toward IBM Global Services all of the obligations and 
responsibilities that IBM Global Services, by this Contract, assumes toward the State.  The 
State reserves the right to receive copies of and review all subcontracts, although IBM Global 
Services may delete or mask any proprietary pricing information contained in such contracts 
prior to providing them to the State.  The contract management of any subcontractor will be the 
responsibility of IBM Global Services.  All payments to subcontractors or suppliers shall be 
made by IBM Global Services.  The State will not be obligated to direct payments for the 
Services or products acquired in connection with this Contract other than to IBM Global 
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Services, nor will IBM Global Services be released from having to perform any obligations under 
this Contract, notwithstanding the fact that a subcontractor may have been engaged by IBM 
Global Services to perform those obligations.  

 
4.10 Audit Rights 

4.10.1 Access 
IBM Global Services will provide to the State, its auditors (including the State’s internal audit 
staff and the State Auditor), and the State’s authorized designees and other representatives, 
within twenty-four (24) hours after a request made by the State at any time, access to any 
facility or part of a facility which is used to provide the Services, to IBM Global Services’ (and its 
subcontractors’ and agents’) personnel, and to all data and records relating to the Services 
under this Contract.  Such access shall be for the purpose of performing audits and inspections 
of the State’s account and its business, to verify the integrity of data owned by the State, to 
examine the systems that support and transmit that data, and to verify the accuracy of IBM 
Global Services’ billings to the State, including without limitation, to the extent applicable to the 
Services, audits of (i) practices and procedures, (ii) systems, (iii) general control and security 
practices and procedures, (iv) disaster recovery and back-up procedures, (v) the efficiency of 
IBM Global Services’ operations, (vi) IBM Global Services’ financial and accounting records, 
and (vii) the performance levels, and the accuracy in reporting performance levels, achieved by 
IBM Global Services.  Notwithstanding anything to the contrary in this Section 4.10.1, in the 
case of audits pertaining primarily to IBM Global Services’ billings to the State, access shall be 
provided not later than the start of the second Business Day after IBM Global Services’ receipt 
of the State’s request, and the State shall conduct the audit during business hours.  IBM Global 
Services will provide to such auditors, inspectors and regulators any assistance that they 
reasonably require, including installing and operating audit software.  

 
4.10.2 Audit Conference 

IBM Global Services will cooperate fully with the State or its designee in connection with the 
State’s audit functions.  Following any audit or examination, the State may conduct (in the case 
of an internal audit), or request its external auditors or examiners to conduct, an exit conference 
with IBM Global Services to obtain factual concurrence with any issues identified in the review.  
The State and IBM Global Services agree to develop mutually acceptable operating procedures 
for the sharing of audit and regulatory findings and reports related to IBM Global Services’ 
operating practices and procedures produced by auditors of the State or IBM Global Services.  
 

4.11 Compliance with Laws 
IBM Global Services shall comply with all applicable state, federal, and local laws and ordinances in 
providing the Services.  Without limiting the generality of the foregoing, IBM Global Services must be 
able to demonstrate compliance with the Federal Tax Reform Act of 1986, Section 1706, amending 
Section 530 of the Revenue Act of 1978, dealing with issuance of W-2s to common law employees.  
IBM Global Services is responsible for both federal and State unemployment insurance coverage and 
standard workers’ compensation insurance coverage.  IBM Global Services must comply with all 
federal and state tax laws and withholding requirements.  The State will not be liable to IBM Global 
Services or its employees or subcontractors for any unemployment insurance or workers’ 
compensation coverage or federal or state tax withholding requirements with respect to IBM Global 
Services’ or its Approved Subcontractors’ employees.  IBM Global Services may be required to 
demonstrate compliance with such laws at the written request of the Purchasing Director or the State 
Contract Administrator from time to time. 
 

4.12 Disclosure of Litigation 
4.12.1 Disclosure 

IBM Global Services shall promptly notify the State of any criminal litigation, investigations or 
proceedings which arise during the Term involving IBM Global Services, or any of IBM Global 
Services’ subcontractors, or any of the foregoing entities’ then-current officers or directors.  In 
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addition, IBM Global Services shall promptly notify the State of any civil litigation, arbitration or 
proceeding arises during the Term, to which IBM Global Services (or any subcontractor 
hereunder) is a party, and which involves:  (i) products and/or services similar to those to be 
provided to the State under this Contract and which either relates to an amount in excess of 
$1,000,000 or might reasonably be expected to adversely affect the viability or financial stability 
of IBM Global Services or any subcontractor hereunder; (ii) a claim or written allegation of fraud 
against IBM Global Services or any subcontractor hereunder arising out of their business 
activities; (iii) a claim or written allegation that IBM Global Services or any subcontractor 
hereunder violated any federal, state or local statute, regulation or ordinance; or (iv) a dispute 
between IBM Global Services and another of its clients, or between IBM Global Services and 
any of IBM Global Services’ subcontractors, on a systems development or integration project for 
which the total price is $1,000,000 or more.  All notices under this Section 4.12.1 must be 
provided to the State within fifteen (15) Business Days of the commencement of any such 
litigation, investigation, arbitration or other proceeding (collectively, a “Proceeding”).  Details of 
settlements which are prevented from disclosure by the terms of the settlement may be 
annotated as such.  Annually during the Term, on or before February 15 of each year, IBM 
Global Services shall, after investigation, certify that it is in compliance with this Section 4.12.1.  
With respect to such certification, IBM Global Services may rely on similar good faith 
certifications of its subcontractors, which certifications shall be available for inspection at the 
option of the State. 

 
IBM’s obligations under the provisions of this section shall be limited to only those disclosures 
which have a material impact on IBM Global Services’ ability to perform the Services under this 
Agreement, or Proceedings against the Public Sector Industry of IBM Global Services.  

 
4.12.2 Assurances 

In the event that any such Proceeding disclosed to the State pursuant to this Section, or of 
which the State otherwise becomes aware, during the Term causes the State to be concerned 
about:  

 
4.12.2.1 the ability of IBM Global Services (or a subcontractor hereunder) to continue to 

perform this Contract in accordance with its terms and conditions, or 
 

4.12.2.2 whether IBM Global Services (or a subcontractor hereunder) in performing services 
for the State is engaged in conduct which is similar in nature to conduct alleged in 
such Proceeding, which conduct would constitute a breach of this Contract or a 
violation of Michigan law, regulations or public policy, 

 
then IBM Global Services shall be required to provide the State all reasonable assurances 
requested by the State to demonstrate that:  (i) IBM Global Services and/or its subcontractors 
hereunder will be able to continue to perform this Contract in accordance with its terms and 
conditions, and (ii) IBM Global Services and/or its subcontractors hereunder have not and will 
not engage in conduct in performing the Services which is similar in nature to the conduct 
alleged in such Proceeding.  

 
4.12.3 Failure to Comply 

Failure by IBM Global Services to comply with the terms of this Section may constitute a 
material breach of this Contract.  
 

4.13 Representations and Warranties 
4.13.1 IBM Global Services will perform all of the Services in accordance with high professional 

standards in the industry. 
 
4.13.2 IBM Global Services will use adequate numbers of qualified individuals with suitable training, 

education, experience and skill to perform the Services. 
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4.13.3 IBM Global Services will maintain all equipment and software for which it has maintenance 

responsibilities in good operating condition and will undertake all repairs and preventive 
maintenance in accordance with the applicable manufacturer’s recommendations, and in 
accordance with the applicable software specifications, as appropriate. 

 
4.13.4 IBM Global Services will use its best efforts to use efficiently any resources or services 

necessary to provide any of the Services that are separately chargeable to the State. 
 
4.13.5 IBM Global Services will use its best efforts to perform the Services in the most cost-effective 

manner consistent with the required level of quality and performance. 
 
4.13.6 IBM Global Services will perform the Services in a manner that does not infringe the proprietary 

rights of any third party. 
 
4.13.7 IBM Global Services will perform the Services in a manner that complies with all applicable laws 

and regulations. 
 
4.13.8 IBM Global Services has duly authorized the execution, delivery and performance of this 

Contract. 
 
4.13.9 IBM Global Services has not provided any gifts, payments or other inducements to any officer, 

employee or agent of the State. 
 
4.13.10 IBM Global Services will use its best efforts to ensure that no Virus is coded or introduced into 

the systems used to provide the Services. 
 
4.13.11 THE FOREGOING WARRANTIES ARE IN LIEU OF ALL OTHER WARRANTIES, EXPRESSED 

OR IMPLIED, BY OPERATION OF LAW OR OTHERWISE, INCLUDING, BUT NOT LIMITED TO, 
THE IMPLIED WARRANTIES OR MERCHANTABILITY AND FITNESS FOR A PARTICULAR 
PURPOSE. 

 
4.14 Insurance 

4.14.1 Coverage 
IBM Global Services shall purchase and maintain insurance at IBM Global Services’ expense, 
or alternatively provide evidence satisfactory to the State of IBM Global Services’ ability to self-
insure for, at least the following types and amounts of insurance coverage: 
 

4.14.1.1 Commercial General Liability Insurance (including premises/operations liability, 
independent contractors liability, contractual liability, products liability, completed 
operations liability, broad form property damage liability, personal injury liability and 
extended bodily injury and death coverage) in a minimum amount of $5,000,000 per 
occurrence and $10,000,000 aggregate combined single limit for bodily injury or death, 
personal injury or property damage.  Such policy shall include a waiver of subrogation 
endorsement in favor of the State in a form acceptable to the State. 

 
4.14.1.2 Workers Compensation Insurance covering IBM Global Services’ employees in an 

amount not less than the limits required by law and Employers Liability Insurance 
covering IBM Global Services’ employees in an amount not less than $500,000 per 
occurrence.  Such policy shall include a waiver of subrogation endorsement in favor of 
the State in a form acceptable to the State. 

 
4.14.1.3 Professional Liability Insurance issued to and covering the liability of IBM Global 

Services for any and all errors or omissions committed by IBM Global Services, its 
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subcontractors, agents and employees, in the performance of this Contract.  The 
policy shall have limits of liability of not less than $10,000,000 per occurrence. 

 
4.14.1.4 Fidelity Employee Insurance, including Computer Crime Insurance naming the State 

as loss payee, providing coverage for direct loss to the State and any legal liability of 
the State arising out of or related to fraudulent or dishonest acts committed by the 
employees of IBM Global Services or its subcontractors, acting alone or in collusion 
with others, in a minimum amount of $10,000,000 with a maximum deductible of 
$1,000,000. 

 
4.14.1.5 Commercial Automobile Liability Insurance including coverage for owned, hired and 

nonowned vehicles with a combined single limit of $5,000,000 per occurrence for 
bodily injury, personal injury and property damage. 

 
4.14.1.6 Umbrella Liability Insurance in a minimum amount of $25,000,000. 
 
4.14.1.7 Fire and Personal Property Insurance covering against any loss or damage to the 

office space used by IBM Global Services for any reason under this Contract, and the 
equipment, software and other contents of such office space, including without 
limitation, those contents used by IBM Global Services to provide the Services to the 
State, up to the replacement value thereof, where such office space and its contents 
are under the care, custody and control of IBM Global Services.  Such policy shall 
cover all risks of direct physical loss or damage, including without limitation, flood and 
earthquake coverage and coverage for computer hardware and software.  The State 
shall be endorsed on the policy as a loss payee as its interests appear.  

 
4.14.2 Subcontractors 

At the State’s request at any time, IBM Global Services shall require any one or more of its 
subcontractors hereunder to purchase and maintain some or all of the insurance coverage 
described in Section 4.14.1 above in connection with the performance of work by the 
subcontractors. 
 

4.14.3 Certificates of Insurance and Other Requirements 
4.14.3.1 Before starting to provide the Services, IBM Global Services must furnish to the 

Purchasing Director certificate(s) of insurance verifying insurance coverage or 
providing satisfactory evidence of self-insurance as required above (the 
“Certificates”).  The contract number must be shown on each Certificate of 
insurance.  The Certificates of insurance shall contain a provision providing that such 
insurance shall respond as primary insurance to any insurance carried by the State, 
shall contain a waiver of subrogation where required above, and shall provide further 
that the Director of Purchasing shall be given at least twenty (20) days prior written 
notice (bearing the contract number) of cancellation, nonrenewal or reduction in limit 
or in scope of coverage of such policies.  Each commercial general liability, 
commercial automobile liability and the first $25,000,000 of umbrella liability 
coverage shall include as additional insureds the State and its agents, officers and 
employees.  IBM Global Services shall maintain all required insurance coverage 
throughout the Term and, in the case of claims made policies, for at least three (3) 
years following the expiration or termination for any reason of this Contract.  The 
minimum limits of coverage specified above are not intended, and shall not be 
construed, to limit any liability or indemnity of IBM Global Services under this 
Contract to any indemnified party or other persons.  IBM Global Services shall be 
responsible for all deductibles with regard to such insurance.  If IBM Global Services 
fails to pay any premium for required insurance as specified herein, or if any insurer 
cancels or significantly reduces any required insurance without the State’s written 
consent, at the State’s election (but without any obligation to do so), the State may 
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pay such premium or procure similar insurance coverage from another company or 
companies; and at the State’s election, the State may deduct the entire cost (or part 
thereof) from any payment due IBM Global Services, or IBM Global Services shall 
pay the entire cost (or any part thereof) upon demand by the State.  

 
4.14.3.2 Insurance policies listing the State as an additional insured are required to contain 

language which provides that, "Any litigation activity on behalf of the State of Michigan, 
or any of its subdivisions, as additional insured must be coordinated with the 
Department of Attorney General.  In the event the insurer's attorney is asked to 
represent the State, the insurer's attorney may be required to be designated as a 
Special Assistant Attorney General by the Attorney General of the State of Michigan." 

 
This Provision shall not be construed to increase the Insurance obligations of IBM as 
specified in this section. 

  
4.15 Indemnification 

4.15.1 Coordination with the Department of Attorney General 
Any litigation activity on behalf of the State of Michigan, or any of its subdivisions pursuant to 
this Section, must be coordinated with the Department of Attorney General.  In the event the 
insurer's attorney represents the State pursuant to this Section, the insurer's attorney may be 
required to be designated as a Special Assistant Attorney General by the Attorney General of 
the State of Michigan.    
 
This Provision shall not be construed to increase the Indemnification obligations of IBM as 
specified in this section. 

 
4.15.2 Patent/Copyright Infringement Indemnity 

IBM Global Services shall indemnify, defend and hold harmless the State, its officers, 
employees and agents from and against all losses, liabilities, damages (including taxes), and all 
related costs and expenses (including reasonable attorneys’ fees and disbursements and costs 
of investigation, litigation, settlement, judgments, interest and penalties), incurred in connection 
with any claim, action or proceeding brought against the State by any third party to the extent 
that such claim, action or proceeding is based on a claim that any Hardware or Software, or the 
operation of such Hardware or Software, or the use or reproduction of any documentation 
provided with such Hardware or Software, infringes any United States or foreign patent, 
copyright, trade secret or other proprietary right of any person or entity, which right is 
enforceable under the laws of the United States.  In addition, should any Hardware or Software, 
or the operation thereof, become, or in IBM Global Services’ opinion be likely to become, the 
subject of a claim of infringement, IBM Global Services shall, at IBM Global Services’ expense, 
(i) procure for the State the right to continue using such Hardware or Software; or (ii) if such 
option is not reasonably available to IBM Global Services, replace or modify the same with 
Hardware or Software, as the case may be, of equivalent function and performance so that it 
becomes non-infringing; or (iii) if either of the foregoing options is not reasonably available to 
IBM Global Services, accept the return of such Hardware or Software by the State with 
appropriate credits to the State against IBM Global Services’ charges under this Contract. 

 
4.15.3 Other Indemnities 

IBM Global Services shall indemnify, defend and hold harmless the State, its officers, 
employees and agents from and against all losses, liabilities, damages and claims (including 
taxes), and all related costs and expenses (including reasonable attorneys’ fees and 
disbursements and costs of investigation, litigation, settlement, judgments, interest and 
penalties), arising from or in connection with any of the following:  
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4.15.3.1 any claim, action or proceeding brought against the State, by any third party with 
respect to or as a result of the breach by IBM Global Services of any representation 
or warranty made by IBM Global Services in this Contract; 

 
4.15.3.2 occurrences that IBM Global Services is required to insure against under Section 

4.14 that do not involve a claim, action or proceeding brought against the State by a 
third party, in an amount equal to the greater of (i) the amount of insurance coverage 
IBM Global Services is required to provide under Section 4.14 or (ii) the maximum 
amount of damages recoverable by the State from IBM Global Services under 
Section 4.16; and any claim, action or proceeding brought against the State by any 
third party (including, without limitation, employees of the State) with respect to or as 
a result of any occurrences that IBM Global Services is required to insure against 
under Section 4.14, without limitation as to amount;  

 
4.15.3.3 any claim, action or proceeding brought against the State by any third party 

(including, without limitation, employees of the State) with respect to or as a result of 
the death or bodily injury of any person, or the damage, loss or destruction of any 
real or tangible personal property, in connection with the performance of Services by 
IBM Global Services, by any of its subcontractors, by anyone directly or indirectly 
employed by any of them, or by anyone for whose acts any of them may be liable; 
provided, however, that this indemnification obligation shall not apply to the extent, if 
any, that such death, bodily injury or property damage is caused solely by the 
negligence, or reckless or intentional conduct, of the State;  

 
4.15.3.4 any claim or proceeding brought against the State by any third party with respect to 

or as a result of an act or omission of IBM Global Services or any of its 
subcontractors in its or their capacity as an employer of a person; and 

 
4.15.3.5 any breach of IBM Global Services’ confidentiality obligations set forth in this 

Contract. 
 
In any and all claims against the State, or any of its agents or employees, by any employee of 
IBM Global Services or any of its subcontractors, the indemnification obligation under this 
Contract shall not be limited in any way by the amount or type of damages, compensation or 
benefits payable by or for IBM Global Services or any of its subcontractors under worker’s 
disability compensation acts, disability benefits acts, or other employee benefits acts. 
 

4.15.4 Indemnification Procedures 

4.15.4.1 The procedures set forth below shall apply to all indemnity obligations under this 
Contract. 

 
4.15.4.2 After receipt by the State of notice of the commencement or threatened 

commencement of any civil, criminal, administrative or investigative action or 
proceeding involving a claim in respect of which it will seek indemnification, the State 
shall notify IBM Global Services of such claim in writing.  No failure to so notify IBM 
Global Services shall relieve IBM Global Services of its indemnification obligations 
except to the extent that IBM Global Services can demonstrate damages attributable 
to such failure.  Within fifteen (15) days following receipt of written notice from the 
State relating to any claim, but no later than ten (10) days before the date on which 
any response to a complaint or summons is due, IBM Global Services shall notify the 
State in writing if IBM Global Services elects to assume control of the defense and 
settlement of that claim (a “Notice of Election”). 
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4.15.4.3 If IBM Global Services delivers a Notice of Election relating to any claim within the 
required notice period, IBM Global Services shall be entitled to have sole control 
over the defense and settlement of such claim; provided, however, that:  (i) IBM 
Global Services shall not be so entitled until the Michigan Attorney General provides 
to IBM Global Services written notice permitting IBM Global Services to have such 
control; (ii) the State shall be entitled to participate in the defense of such claim and 
to employ counsel at its own expense to assist in the handling of such claim and to 
monitor and advise the State about the status and progress of the Defense; (iii) IBM 
Global Services shall, at the request of the State, demonstrate to the reasonable 
satisfaction of the State IBM Global Services’ financial ability to carry-out its defense 
and indemnity obligations under this Contract; (iv) IBM Global Services shall 
periodically advise the State about the status and progress of the defense and shall 
obtain the prior written approval of the State before entering into any settlement of 
such claim or ceasing to defend against such claim, which approval shall not be 
unreasonably withheld; and (v) to the extent that any principles of Michigan 
governmental or public law may be involved or challenged, the State shall have the 
right, at its own expense, to control the defense of that portion of such claim 
involving the principles of Michigan governmental or public law.  Notwithstanding the 
foregoing, the State may retain control of the defense and settlement of a claim if the 
State, in its sole discretion, determines that it is in the best interest of the State to do 
so.  Any determination relinquishing to IBM Global Services the control over the 
defense and settlement of a claim may be rescinded by the State at any time during 
the defense and settlement of such claim, at which point the State shall assume the 
control of the defense and settlement of such claim.  The Contractor’s 
indemnification obligations under this Section 4.15 shall not extend to any losses, 
liabilities, damages or claims (including taxes), and all related costs and expenses 
that the Contractor can reasonably demonstrate would not have been incurred but 
for the State’s election to retain or retake control over the defense and settlement of 
a claim. 

 
4.15.4.4 If IBM Global Services does not deliver a Notice of Election relating to any claim of which 

it is notified by the State as provided above, the State shall have the right to defend the 
claim in such manner as it may deem appropriate, at the cost and expense of IBM Global 
Services.  IBM Global Services shall promptly reimburse the State for all such costs and 
expenses.   

 
4.16 Liability 

IN NO EVENT SHALL EITHER PARTY BE LIABLE TO THE OTHER PARTY FOR INDIRECT OR 
CONSEQUENTIAL DAMAGES, EVEN IF SUCH PARTY HAS BEEN ADVISED OF THE POSSIBILITY 
OF SUCH DAMAGES.  For all other damages, a Party’s maximum aggregate liability shall be limited as 
follows: 
 

4.16.1 With regard to damages arising out of Processing Services and/or other work performed under 
this Contract, each Party’s maximum aggregate liability shall be limited to an amount equal to 
the total amount of IBM Global Services’ charges for all such Processing Services and other 
work for the twelve (12) calendar months immediately preceding the event that gives rise to 
such damages or, if the event giving rise to such damages occurs during the first twelve (12) 
months after the Commencement Date of any of the Processing Services, Five Million Dollars 
($5 million). 

 
4.16.2 With regard to damages arising out of Business Recovery Services, in the event of Declaration 

of a Disaster, after exercising IBM Global Services’ best efforts, IBM Global Services is unable 
to provide the State BRS as described in Section 5.6 (excluding Test Time) within seventy-two 
(72) hours of the declaration of a disaster and the State elects not to accept those Services 
when IBM Global Services can provide them, IBM Global Services will pay the State an amount 
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equal to the Total Monthly BRS Charges the State paid for the preceding twelve (12) months.  
This is the State’s exclusive remedy for failure by IBM Global Services to provide the State 
BRS. 

 
4.16.3 Notwithstanding the foregoing provisions of this Section 4.16, the foregoing limitations of liability, 

both with respect to claims for indirect or consequential damages, and as to a Party’s maximum 
liability, shall not limit a Party’s liability for claims arising out of its gross negligence or willful 
misconduct, its unlawful intentional termination without Cause of this Contract or its material 
breach of its obligation to provide continued performance in accordance with Section 4.22.4 or 
termination assistance in accordance with Section 4.20.7, and shall furthermore not limit IBM 
Global Services’ indemnification obligations, responsibilities and liabilities to the State, as set forth 
in Section 4.15, with respect to third party claims, actions and proceedings brought against the 
State. 

 
4.17 Intellectual Property Rights 

4.17.1 Rights in Data 
Except with respect to any Third-Party Software, the State will be and remain the owner of 
all data (including the Work Product) provided to the State by IBM Global Services or its 
agents, contractors or representatives pursuant to this Contract.  IBM Global Services will 
not use the data for any purpose other than providing the Services, nor will any part of the 
data be disclosed, sold, assigned, leased or otherwise disposed of to third parties or 
commercially exploited by or on behalf of IBM Global Services.  IBM Global Services will not 
possess or assert any lien or other right against the data. 

 
4.17.2 Ownership of Work Product 

The State will own all Work Product developed by IBM Global Services or any of IBM Global 
Services’ subcontractors under this Contract, all such Work Product being considered a 
work made for hire.  If any Work Product is not considered a work made for hire under 
applicable law, IBM Global Services irrevocably assigns to the State, without additional 
consideration, all of IBM Global Services’ right, title and interest in such Work Product, 
including all U.S. and foreign patents, copyrights and trade secrets.  With regard to work 
performed by IBM Global Services’ subcontractors, IBM Global Services will require that all 
agreements with its subcontractors provide for the irrevocable assignment of all rights in all 
Work Product of such subcontractors to the State, without additional consideration.  IBM 
Global Services shall give the State or its designee, without additional charge, all assistance 
reasonably requested by the State to perfect the State’s ownership of all Work Product, 
including the execution and delivery of documents assigning title to such Work Product to 
the State.  IBM Global Services shall not publish or attempt to transfer to third parties any 
Work Product without the State’s prior written approval. 

 
4.17.3 Preexisting Materials 

Neither IBM Global Services nor any of its subcontractors shall incorporate any preexisting 
materials into a Work Product that will be provided to the State or use any preexisting 
materials to produce a Work Product if such preexisting materials will be needed by the 
State in order to use the Work Product unless (i) such preexisting materials and their owners 
are identified to the State in writing and (ii) such preexisting materials are either readily 
commercially available products for which IBM Global Services or its subcontractor, as the 
case may be, will obtain a license in the name of the State or are materials that IBM Global 
Services or its subcontractor, as the case may be, has the right to license to the State and 
licenses to the State on terms and conditions acceptable to the State prior to using such 
preexisting materials to perform the Services.  

 
4.17.4 MAIN Application Software License 
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IBM Global Services and its subcontractors will be granted a non-exclusive license during 
the Term of this Contract to use the MAIN Application Software solely for the purpose of 
providing the Services.  IBM Global Services and its subcontractors will not have any other 
rights to or interest in the MAIN Application Software.  

 
4.17.5 General Skills 

Notwithstanding anything to the contrary in this Section, IBM Global Services, its 
subcontractors and their personnel shall be free to use and employ its and their general 
skills, know-how and expertise, and to use, disclose and employ any generalized ideas, 
concepts, know-how, methods, techniques or skills gained or learned during the course of 
performing the Services, so long as it or they acquire and apply such information without 
disclosure of any confidential or proprietary information of the State and without any 
unauthorized use or disclosure of Work Product.  

 
4.17.6 Software Terms 

4.17.6.1 Operating Software 

All Operating Software shall be readily commercially available software used without 
modification by IBM Global Services.  IBM Global Services may not use any 
Operating Software that does not meet this condition to perform the Services unless, 
prior to first using such Operating Software, IBM Global Services grants to the State 
or its designee, at no additional charge, a perpetual, fully paid-up license to use such 
Operating Software solely for the purpose of conducting the State’s business, 
subject to reasonable and customary license terms and conditions acceptable to the 
State in its reasonable discretion.  If IBM Global Services procures under this 
Contract a license for Operating Software to be used solely to perform the Services, 
IBM Global Services agrees to obtain such license in the name of the State if the 
State is permitted to grant IBM Global Services the right to use such Operating 
Software solely to provide Services to the State during the Term of this Contract.  In 
such event, the State agrees to grant to IBM Global Services, at no charge, but 
subject to customary confidentiality and other license terms and conditions, the right 
to use such Operating Software during the Term of this Contract solely to provide the 
Services to the State. 

 
4.17.6.2 Applications Software 

a. The State agrees to grant to IBM Global Services at no charge, subject to 
customary confidentiality and other license terms and conditions, the right to use 
the MAIN Application Software and, to the extent the State is permitted to do so, 
any other application software which IBM Global Services is not required to 
provide under this Contract but which the State requires IBM Global Services to 
use in order to provide the Services, solely to provide such Services to the State 
during the Term of this Contract.  IBM Global Services acknowledges that in no 
event will it have the right to make changes in the MAIN Application Software 
without the prior written authorization of the State. 

 
b. All Application Software provided by IBM Global Services that is not owned by 

the State shall be readily commercially available software used without 
modification by IBM Global Services.  IBM Global Services may not use any 
Application Software that does not meet this condition to perform the Services 
unless, prior to first using such Application Software, IBM Global Services grants 
to the State or its designee, at no additional charge, a perpetual, fully paid-up 
license to use such Application Software solely for the purpose of conducting the 
State’s business, subject to reasonable and customary license terms and 
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conditions acceptable to the State in its reasonable discretion.  If IBM Global 
Services procures under this Contract a license for Application Software to be 
used solely to perform the Services, IBM Global Services agrees to obtain such 
license in the name of the State if the State is permitted to grant IBM Global 
Services the right to use such Application Software solely to provide Services to 
the State during the Term of this Contract.  In such event, the State agrees to 
grant to IBM Global Services, at no charge, but subject to customary 
confidentiality and other license terms and conditions, the right to use such 
Application Software during the Term of this Contract solely to provide the 
Services to the State.  

 
4.17.6.3 Third-Party Software 

Before installing any Third-Party Software for use by the State in receiving the 
Services, IBM Global Services must first provide a copy of each license agreement 
for such Third-Party Software to the State for its review and approval.  IBM Global 
Services shall not install any such Third-Party Software for use in providing the 
Services without first obtaining such State approval. 

 
4.17.6.4 Right to Reproduce Documentation 

The State shall have the right to reproduce, at no charge (but at the State’s cost for 
reproduction) and for use solely for the purpose of conducting the State’s business, 
any documentation for any Software owned by IBM Global Services or any of its 
Approved Subcontractors.  To the extent IBM Global Services has the right to do so, 
IBM Global Services grants to the State the right to reproduce at no charge, but at 
the State’s cost for reproduction, for use solely in conducting the State’s business, 
any documentation for Software owned by third parties.  If IBM Global Services does 
not have the right to grant such rights to the State with respect to any particular 
Software, IBM Global Services shall obtain and provide the State with the requested 
number of copies of the documentation for such Software and charge the State IBM 
Global Services’ Direct Cost for such copies plus a mark-up not to exceed seven 
percent (7%). 

 
4.17.6.5 Software Changes 

IBM Global Services acknowledges that it shall have no right to make changes to 
any MAIN Software without the prior written approval of the State, if the changes 
would require the State to incur costs to modify or upgrade other software or 
equipment used by the State or for which the State is financially responsible.  
 

4.18 Confidentiality 
4.18.1 Confidential Information 

IBM Global Services and the State each acknowledge that the other possesses and will 
continue to possess information that has been developed or received by it.  As used in this 
Section, “Confidential Information” of IBM Global Services shall mean all information of IBM 
Global Services (other than Confidential Information of the State as defined below) which is 
marked confidential, restricted, proprietary or with a similar designation.  “Confidential 
Information” of the State shall mean (i) all Work Product, (ii) all information concerning MAIN, 
the business and affairs of the State, its financial affairs, and its relations with its citizens and 
employees, and (iii) any information which may be classified as confidential, proprietary or with 
a similar designation by the State. 
 

4.18.2 Protection of Confidential Information 

The State and IBM Global Services will each use at least the same degree of care to prevent 
disclosing to third parties the Confidential Information of the other as it employs to avoid 
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unauthorized disclosure, publication or dissemination of its own most confidential information.  
Neither IBM Global Services nor the State will (i) make any use of the Confidential Information 
of the other except as contemplated by this Contract, (ii) acquire any right in or assert any lien 
against the Confidential Information of the other, or (iii) refuse for any reason (including a 
default or material breach of this Contract by the other Party) to promptly provide the other 
Party’s Confidential Information to the other Party if requested to do so.  IBM Global Services 
will limit disclosure of Confidential Information of the State to IBM Global Services’ employees 
who must have access thereto in order for IBM Global Services to perform the Services.  
Notwithstanding the foregoing, IBM Global Services may disclose Confidential Information of the 
State to a subcontractor of IBM Global Services where (A) use of the subcontractor is 
authorized under this Contract, (B) such disclosure is necessary or otherwise naturally occurs in 
such subcontractor’s scope of responsibility, and (C) IBM Global Services assumes full 
responsibility for the acts or omissions of such subcontractor.  At the State’s request, IBM 
Global Services and any subcontractor, and each of their respective employees assigned to 
work on or participate in performing the Services, or to review any Confidential Information of 
the State, may be required by the State to sign confidentiality statements as a condition to being 
granted access or continued access to such Confidential Information. 

 
4.18.3 Exclusions 

Notwithstanding the foregoing, this Section will not apply to any particular information which the 
State or IBM Global Services can demonstrate (i) was, at the time of disclosure to it, in the 
public domain; (ii) after disclosure to it, is published or otherwise becomes part of the public 
domain through no fault of the receiving Party; (iii) was in the possession of the receiving Party 
at the time of disclosure to it; (iv) was received after disclosure to it from a third party who had a 
lawful right to disclose such information to it without any obligation to restrict its further 
disclosure; or (v) was independently developed by the receiving Party without reference to 
Confidential Information of the furnishing Party.  Further, this Section 4.18 will not apply to any 
particular information which the receiving Party is required by law to disclose. 

 
4.18.4 No Implied Rights 

Nothing contained in this Section 4.18 shall be construed as obligating a Party to disclose any 
particular Confidential Information to the other Party, or as granting to or conferring on a Party, 
expressly or impliedly, any right or license to the Confidential Information of the other Party. 

 
4.18.5 Remedies 

Each Party acknowledges that, if it breaches (or attempts or threatens to breach) its obligations 
under this Section 4.18, the other Party will be irreparably harmed.  Accordingly, if a court of 
competent jurisdiction should find that a Party has breached (or attempted or threatened to 
breach) any such obligations, such Party will not oppose the entry of an appropriate order 
compelling performance by such Party and restraining it from any further breaches (or 
attempted or threatened breaches). 
 

4.19 Benchmarking 
4.19.1 General - No earlier than thirty (30) months after the Effective Date, either Party may request a 

Benchmark Study to determine whether the charges and Performance Standards being 
measured remain competitive, taking into account comparable services, performance 
standards, volume commitments, and terms and conditions.  Either Party may, upon at least 
120 days prior written notice, initiate these Benchmark Studies on any individual Service Tower, 
or combination of Service Towers.  IBM acknowledges and agrees that the State may need a 
reasonable amount of time to secure the funding needed to conduct a Benchmark Study 
initiated by IBM.  Either Party may initiate Benchmark Studies of Service Towers anytime after 
the initial thirty (30) month waiting period, provided that no individual Service Tower has a 
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Benchmark Study begin within thirty (30) months of the conclusion of a previous Benchmark 
Study on the same Service Tower (e.g., mainframe Service Tower can only be benchmarked 
one time during any 30 month period).  Further, any individual Service Tower may only be 
benchmarked two times during the ten year term of the Agreement, unless otherwise mutually 
agreed between the Parties.  

 
4.19.2 Benchmark Principles - Each Benchmark Study will be consistent with the following principles: 

4.19.2.1 the Parties will mutually agree upon a third party Benchmarker to conduct the 
Benchmark Study, taking into consideration the skills, experience, responsiveness, 
objectivity, availability, fees and expenses of qualified firms or individuals; 

 
4.19.2.2 the Parties will share equally the fees and expenses the Benchmarker charges in 

conducting the Benchmark Study; 
 
4.19.2.3 the Benchmark Study will be conducted in a collaborative fashion (i.e., both Parties 

will remain involved throughout); 
 
4.19.2.4 prior to conducting the Benchmark Process, the Benchmarker will execute 

appropriate confidentiality agreements; 
 
4.19.2.5 all information and data generated and provided by the Benchmarker will be shared 

with both Parties; and 
 
4.19.2.6 in the event any changes to the charges or Performance Standards are implemented 

(as described in section 4.04), such changes will be effective starting the first month 
after completion of the appropriate amendment to the Agreement, unless a different 
date is mutually agreed to by the Parties 

 
4.19.3 Benchmark Study Methodology - IBM shall reasonably cooperate with the State and/or the 

Benchmarker in connection with the effort described in this Section, but in no event shall IBM 
have any obligation to disclose other customer information or information regarding IBM’s costs. 
Further, the Benchmark Study shall be conducted so as to not interfere with the on-going 
provision of Services by IBM. The State, IBM, and the Benchmarker will conduct the Benchmark 
Study adhering to the following guidelines: 

 
4.19.3.1 the data used by the Benchmarker will be a representative sample derived from a 

sufficient number of other outsourced organizations that share substantially similar 
attributes with respect to size, scope and nature of overall services, geographic 
scope of overall services, quality standards, technology, and service levels (the 
Benchmark Comparators); 

 
4.19.3.2 the Benchmarker shall normalize the data to accommodate differences between the 

volume of services, scope of services, service levels, financing or payment streams, 
costs and other relevant factors pertaining to the Agreement and those applicable to 
the Benchmark Comparators; 

 
4.19.3.3 a minimum of 3 months of usage data must be provided by the Parties for 

assessment, but the State or IBM may provide more if mutually agreed;  
 
4.19.3.4 the data used by the Benchmarker in the Benchmark Study will be reasonably 

current, i.e., based on services provided to the State and the Benchmark 
Comparators no more than 12 months prior to the start of the Benchmark Process; 

 
4.19.3.5 IBM will have the right to participate, comment upon and review the Benchmarker’s 

normalization methodology and any and all findings.  IBM and the State shall 
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mutually agree to the Benchmarker methodology, and to any appropriate 
adjustments because of differences between the services provided to the 
Benchmark Comparators and the Services provided to the State; 

 
4.19.3.6 the Parties will agree to cooperate with the Benchmarker in the Benchmark Study 

activities and to provide the Benchmarker with such information as is reasonably 
necessary to conduct the Benchmark Study; 

 
4.19.3.7 the Benchmarker will provide the Benchmark Results, including the data, analysis, 

findings, and any supporting documentation, to the State and IBM, as appropriate, 
throughout the Benchmark Study; and 

 
4.19.3.8 the Benchmark Results will be prepared promptly, but no later than 90 days from the 

conclusion of the Benchmark Study. 
 

4.19.4 Benchmark Results - The State and IBM will review and act upon the Benchmark Results as 
follows: 

 
4.19.4.1 The State and IBM will review the Benchmark Results during the Benchmark Review 

Period. 
4.19.4.2 If either Party disputes in good faith the Benchmark Results, such Party will submit to 

the other Party within ten (10) days a written notice identifying with specificity the 
nature of the Party’s issues (e.g., assumptions, factors which were not considered, 
etc.) for further discussion and resolution. In the event the Parties are unable to 
resolve the issue(s), then the matter will thereafter be resolved in accordance with 
Section 4.22 (Dispute Resolution).  The results of the dispute resolution process will 
be considered the “Benchmark Results”. 

 
4.19.4.3 The State and IBM agree to discuss in good faith any appropriate adjustments (either an 

increase or decrease) to the price, Services, or Service Levels based upon the Benchmark 
Results. In the event the Benchmark Results are less than the charges then being 
charged the State in the aggregate for that Service Tower and that the variance from 
standard industry charges cannot be attributed to unique requirements of the Services or 
Service Levels, or otherwise demonstrate that IBM’s pricing is not in the top quartile of the 
benchmark range, as determined by the Benchmark Comparators, for the aggregate 
Service Tower being benchmarked, as a guideline, IBM will consider:  (1) adjusting the 
charges downward and/or improving the performance metrics, as applicable, to reflect the 
Benchmark Results; (2) maintaining the prices and performance metrics as they are and 
offering the State other services of equal value to the difference between the existing 
Exhibit charges and the Benchmark Results; or (3) doing neither (1) nor (2) and notifying 
the State of the extent to which IBM is able to reduce the charges or improve the 
performance metrics, if any.  If IBM elects option (3), then the State shall have the right to 
accept IBM’s proposal or terminate the applicable Service Tower in accordance with the 
terms of the Agreement. If no appropriate adjustments to the price, Services or Service 
Levels are agreed upon within 60 days after conclusion of the Benchmark Review Period, 
or another period of time as may be mutually agreed between the Parties, the State may 
terminate the Service Tower in accordance with the terms of this Agreement. 

 
4.20 Termination 

4.20.1 Termination by the State for Cause 

4.20.1.1 In the event that IBM Global Services: 
 a. breaches any of its material duties or obligations under this Contract, which breach is not cured, 
or for which the State has not accepted a plan to cure, within the time period specified by the State in its 
reasonable judgment in a written notice of breach to IBM Global Services, such time period to be (A) at least 
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The State may terminate this Contract, in whole or in part, at any time and for any reason 
without penalty (i.e., without liability for damages to IBM Global Services or its subcontractors 
beyond the termination charges described in this paragraph) upon at least:  (i) thirty (30) days 
prior written notice of termination to IBM Global Services with respect to any of the Development 
Projects; and (ii) twelve (12) months prior written notice to IBM Global Services with respect to 
the Processing Services.  If the State chooses to terminate this Contract in part, the charges 
payable under this Contract will be equitably adjusted to reflect those Services that are 
terminated.  If the State terminates the term of the Processing Services prior to its scheduled 
expiration, the State will reimburse IBM Global Services for its reasonable and actual 
documented out-of-pocket expenses incurred as a result of such early termination, in an amount 
not to exceed in the aggregate the amount paid by the State to IBM Global Services for the 
Processing Services for the calendar month immediately preceding the effective date of 
termination. 
 
If the State wishes to provide IBM Global Services less than 12 months 
notice for termination the following table will be used to cap the actual 
documented out of pocket expenses incurred as a result of such early 
termination: 
 
12 months prior written notice                              $500,000 
 
9   months prior written notice                             $750,000 
 
6   months prior written notice                             $1,000,000 
 

4.20.5 BRS Termination Due To Price Increase 
The State may terminate the BRS portion of this Contract, as of the effective date of a price 
increase of the BRS, without paying adjustment charges, if the increase by itself, or when 
combined with prior announced increases, would increase the State’s Total Monthly Charge by 
more than five percent, for any 12-month period during the remaining Term of this Contract. 
 

4.20.6 Extension of Termination Effective Date 

The State may extend the effective date of termination for not more than one hundred eighty 
(180) days upon written notice of not less than thirty (30) days prior to the then-scheduled 
termination of this Contract.  

 
4.20.7 Termination Assistance 

4.20.7.1 If this Contract or the term of any category of Services is not renewed at the end of 
the initial or any renewal term, or is earlier terminated for any reason, IBM Global 
Services must provide for up to one (1) year after the expiration or termination of this 
Contract or such term, as the case may be, all reasonable termination assistance 
requested by the State to allow the terminated or expired portion of the Services to 
continue without interruption or adverse effect and to facilitate the orderly transfer of 
such Services to the State or its designees.  Such termination assistance is 
described in more detail in Section 4.20.7.2 and will be deemed by the Parties to be 
governed by the terms and conditions of this Contract (notwithstanding its 
termination or expiration) other than any terms or conditions that do not reasonably 
apply to such termination assistance.  If and to the extent that such termination 
assistance is provided after the effective date of termination or expiration of this 
Contract, or otherwise requires resources in addition to those resources then being 
regularly utilized in performing the Services under this Contract, the State shall pay 
IBM Global Services for the resources utilized in providing such termination 
assistance at the then current rates specified in Exhibit H; provided, however, that if 
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the State terminates this Contract for Cause, then the State will not be required to 
pay IBM Global Services for the additional resources utilized in providing termination 
assistance prior to the effective date of the termination or expiration of this Contract. 

 
4.20.7.2 Overview 

a. Introduction.  It is the intention of the Parties that, upon the expiration or 
termination for any reason of the Contract, in whole or in part, IBM Global 
Services will cooperate with the State and provide the State with the termination 
assistance described in this Section 4.20.7 of the Contract, including but not 
limited to the termination assistance described in this section (the “Termination 
Assistance”), in order to enable the State to obtain from another vendor, or 
provide for itself, services to substitute for or replace the expired or terminated 
Services previously provided by IBM Global Services.  The purpose of such 
Termination Assistance, and IBM Global Services’ goal in providing it, is to 
minimize the disruption to the State of transferring the expired or terminated 
Services provided by IBM Global Services. 

 
b. Termination Assistance.  The Termination Assistance to be provided by IBM 

Global Services to the State or the State’s designees (if and to the extent any 
third parties are designated by the State to assume providing any of the expired 
or terminated Services) will include, without limitation, the following: 

 
(1) developing, with the assistance of the State, a plan for the transition of the 

expired or terminated Services from IBM Global Services to the State, which 
plan will include, to the extent requested by the State and not inconsistent 
with the provisions of the Contract, performance of the specific services listed 
in Section 4.20.7.3; 

 
(2) providing to applicable personnel of the State training in the performance of 

the Services then being performed by IBM Global Services which are to be 
transferred to the State; and 

 
(3) making available to the State, pursuant to mutually agreeable terms and 

conditions, any third party services obtained by IBM Global Services or its 
Approved Subcontractors that are then dedicated to the performance of 
Services under the Contract.  The State may assume IBM Global Services’ 
rights and obligations with respect to any such third party services, including, 
but not limited to, third-party Hardware and/or Software maintenance 
agreements.  

 
c. Access to Systems.  In providing the Termination Assistance, IBM Global 

Services will provide the State and its designee, agents, contractors and 
consultants with reasonable access to and use of all systems then being used to 
provide the Services to the State. 

 
d. Process.   

 
(1) IBM Global Services will identify all potential risk factors relating to the 

transition being planned, and will design plans and contingencies to mitigate 
them.  IBM Global Services will establish the relationship between IBM Global 
Services and the State or the State’s designee during the first week of the 
transition period and direct all activities to create a seamless turnover on the 
specified termination or expiration date. 
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(2) IBM Global Services will assemble a transition management team at least 
eight (8) months prior to the expiration or termination of the term of the 
affected Service.  IBM Global Services transition management team will 
provide to the State a detailed methodology to ensure the complete review, 
certification and acceptance of IBM Global Services’ Services and 
documentation.  IBM Global Services transition management team will 
perform a comprehensive assessment of IBM Global Services’ Services 
documentation.  This assessment, and any resulting updated documentation, 
will be delivered to the State no later than three (3) months prior to the 
expiration or termination of the Contract and will include:  

 
 A list of reports and their descriptions; 

 
 A list of all licensed Software; 

 
 Computer operations procedures; 

 
 Data descriptions; 

 
 IBM Global Services-developed user documentation; and 

 
 Hardware and Software configurations. 

 
(3) The State will assign a transition manager and an associated operations 

organization to work in concert with IBM Global Services transition 
management team. 

 
4.20.7.3 The specific Termination Assistance services to be provided by IBM Global Services 

under Section 4.20.7 of the Contract will include, without limitation, the following: 

a. Pre-Migration Services 
 

(1) Freeze all noncritical Software changes. 
 

(2) Notify all outside vendors of procedures to be followed during the turnover 
phase. 

 
(3) Review all Software libraries (test and production) with new operations staff. 

 
(4) Assist in establishing naming conventions for the new production site. 

 
(5) Analyze space required for the databases and the Software libraries. 

 
(6) Generate and deliver a tape and computer listing (in a form reasonably 

requested by the State and/or its designee) of the source code for the 
Software to be provided to the State under Section 4.20.8.2 to the extent that 
IBM Global Services has the source code for such Software in its possession 
and is entitled to provide such source code to the State.  (The State agrees to 
execute confidentiality agreements with the vendors of Third Party Software 
in order to facilitate the provision of source code under the previous 
sentence.) 

 
(7) Deliver to the State and/or its designee all source codes, technical 

specifications, materials and user documentation for the Software to be 
provided to the State under Section 4.20.8.2 of the Contract. 
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(8) Explain the Control Plans and other management documents used by IBM 

Global Services to the new operations staff. 
 

(9) Provide training to new operations staff. 
 

b. Migration Services 
 

(1) Unload the production databases. 
 

(2) Deliver tapes of production databases (with content listings) to new 
operations staff. 

 
(3) Assist with the loading of the databases. 

 
(4) Assist with the telecommunications turnover. 

 
(5) Assist in the execution of a parallel operation. 

 
(6) Check the effectiveness of the Hardware, Software and Internetwork 

configuration to meet the Performance Standards. 
 

(7) Correct any identified errors and provide plans and contingencies during the 
transition process. 

 
(8) Provide the State with any other necessary files, documentation, Software, or 

services necessary to complete a smooth and orderly transition. 
 

c. Post-Migration Services 
 

(1) Provide consulting support on “as needed” basis. 
 

(2) Turnover of any remaining reports and documentation still in IBM Global 
Services’ or its subcontractors’ possession or control.  

 
4.20.8 Rights Upon Termination 

4.20.8.1 In the event the State terminates this Contract or the term of a category of Services 
prior to its expiration, the State shall pay IBM Global Services for (i) all partially 
completed Development Project Deliverables of the terminated category of Services, 
on a percentage of completion basis, in the case of Termination for Convenience, or 
(ii) all partially completed Development Project Deliverables of the terminated 
category of Services, on a percentage of completion basis, that the State desires to 
have IBM Global Services turn over to the State in the case of termination of this 
Contract or a category of Services for any other reason; plus, in either case, the 
charges due under this Contract for any terminated Processing Services provided by 
IBM Global Services prior to the termination date, prorated for any partial month; 
provided, however, that if such termination is for Cause, the State shall have the 
right to set-off, against any amounts due IBM Global Services, the amount of any 
damages for which IBM Global Services is liable to the State under this Contract.  In 
no event shall the State be obligated to pay or otherwise compensate IBM Global 
Services for any lost expected future profits, or costs or expenses incurred with 
respect to, Services not actually performed or Deliverables not actually provided to 
the State. 
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4.20.8.2 Upon termination, the State shall have the right to assume, at its option, any and all 
subcontracts for services and materials provided exclusively under this Contract, 
including, but not limited to, any contracts for maintenance services for the Hardware 
and/or Software, and may further pursue completion of the work under this Contract 
by replacement contract or otherwise as the State may in its sole judgment deem 
expedient.  

 
4.20.8.3 All Software which is used by IBM Global Services and its subcontractors exclusively 

to perform the Services at the time of nonrenewal or expiration of this Contract and 
which is not already licensed in the name of the State will, at the State’s option, be 
assigned or licensed to the State or its designees subject to normal ongoing charges 
and other license provisions.  IBM Global Services will be responsible for any 
transfer fees.  For Software not generally available, IBM Global Services will provide 
a mutually agreeable commercially available substitute, subject to reasonable 
ongoing license charges.  

 
4.20.8.4 The State will have the right to make offers of employment to any or all employees of 

IBM Global Services and its subcontractors who are performing the Services.  IBM 
Global Services will provide the State with the names, resumes and other information 
reasonably requested by the State for the purpose of exercising this right.  

 
4.20.8.5 IBM Global Services shall promptly deliver to the State, in a manner reasonably 

specified by the State, all documents and other tangible items furnished by, or 
owned, leased or licensed by, the State.  

 
4.20.9 Reservation of Rights 

Any termination of this Contract by a Party shall be with full reservation of, and without prejudice 
to, any rights or remedies otherwise available to such Party with respect to any claims arising 
prior to or as a result of such termination. 

4.21 State Performance Obligations 
4.21.1 The State’s failure to perform any of its obligations set forth in this Contract other than its 

payment obligations will not constitute a material breach of this Contract or grounds for 
termination by IBM Global Services; provided, however, that IBM Global Services’ 
nonperformance of its obligations under this Contract will be excused if and to the extent: 

4.21.1.1 that IBM Global Services’ nonperformance results from the State’s failure to perform 
its obligations; and 

 
4.21.1.2 IBM Global Services uses commercially reasonable efforts to perform notwithstanding 

the State’s failure to perform (with the State reimbursing IBM Global Services for any 
additional Direct Costs for such efforts in accordance with Section 4.1.4). 

 
4.22 Dispute Resolution 

4.22.1 Informal Dispute Resolution 

4.22.1.1 Any claim, counterclaim, or dispute between the State and IBM Global Services 
arising out of or relating to this Contract shall be resolved as set forth herein.  Any 
claim not timely submitted by IBM Global Services within the deadlines provided in 
this Contract or, if such deadline is not otherwise provided, more than sixty (60) days 
from the occurrence of the event which gives rise to the dispute, shall be deemed 
waived. 

 
4.22.1.2 A claim is a properly and timely written demand or assertion by the State or IBM 

Global Services seeking an adjustment in the amounts payable to IBM Global 
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Services under this Contract, an extension or shortening of the time for IBM Global 
Services’ performance, the adjustment or interpretation of Contract terms, or any 
other relief arising under or relating to this Contract, which can only become a 
dispute after a determination by the State under the appropriate provision of this 
Contract.  

 
4.22.1.3 For all IBM Global Services claims seeking an increase in the amounts payable to 

IBM Global Services under this Contract, or the time for IBM Global Services’ 
performance, IBM Global Services shall submit an affidavit executed by an officer of 
IBM Global Services certifying that (i) the claim is made in good faith, (ii) the amount 
claimed accurately reflects the adjustments in the amounts payable to IBM Global 
Services or the time for IBM Global Services’ performance for which IBM Global 
Services believes the State is liable and covers all costs of every type to which IBM 
Global Services is entitled from the occurrence of the claimed event, and (iii) the 
supporting data provided with such an affidavit are current and complete to IBM 
Global Services’ best knowledge and belief.  

 
4.22.1.4 If the IBM Global Services Project Executive and the State Project Director are 

unable to resolve a dispute, then upon the written request of a Party, the IBM Global 
Services Contract Administrator will meet with the State Project Director for the 
purpose of endeavoring to resolve such dispute.  

 
4.22.1.5 If the State Project Director and the IBM Global Services Contract Administrator are 

unable to resolve the dispute, IBM Global Services’ Contract Administrator will meet 
with the State Contract Administrator and with the State Purchasing Director, or their 
designees, for the purpose of endeavoring to resolve such dispute.  

 
4.22.1.6 The representatives of IBM Global Services and the State shall meet as often as the 

Parties reasonably deem necessary in order to gather and furnish to each other all 
information with respect to the matter in issue which the Parties believe to be 
appropriate and germane in connection with its resolution.  The representatives shall 
discuss the problem and negotiate in good faith in an effort to resolve the dispute 
without the necessity of any formal proceeding.  

 
4.22.1.7 During the course of negotiations, all reasonable requests made by one Party to 

another for non-privileged information reasonably related to this Contract will be 
honored in order that each of the Parties may be fully advised of the other’s position.  

 
4.22.1.8 The specific format for the discussions will be left to the discretion of the designated 

State and IBM Global Services representatives, but may include the preparation of 
agreed-upon statements of fact or written statements of position.  

 
4.22.1.9 Formal proceedings for the resolution of a dispute may not be commenced until the 

earlier of:  
 

a. the designated representatives concluding in good faith that amicable resolution 
through continued negotiation of the matter does not appear likely; or  

 
b. thirty (30) days after the initial request to negotiate the dispute;  

 
provided, however, that this provision will not be construed to prevent a Party from 
instituting formal proceedings earlier to avoid the expiration of any applicable 
limitations period, to preserve a superior position with respect to other creditors, or 
pursuant to Section 4.22.3 below. 
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4.22.2 Formal Dispute Resolution 

4.22.2.1 If the State and IBM Global Services are unable to resolve any controversy relating 
to or arising under this Contract as contemplated by Section 4.22.1 above, then 
either Party shall have recourse in the Michigan state courts as set forth herein.  In 
the case of an action initiated by IBM Global Services against the State, such action 
shall be submitted to the Michigan Court of Claims; while in the case of an action by 
the State against IBM Global Services, such action shall be initiated in the applicable 
Michigan District or Circuit Court; provided, however, that the State reserves, as its 
sole option, the right to require that any particular claim for damages, whether it is 
initiated by IBM Global Services or the State, be submitted to mandatory and binding 
arbitration as provided below.  Prior to commencing any action against the State in 
the Michigan Court of Claims, IBM Global Services shall request the State to inform 
IBM Global Services whether the controversy shall be resolved through litigation in 
the Court of Claims or by mandatory and binding arbitration.  If the controversy is to 
be resolved by arbitration, then the following procedures shall apply: 

 
a. Selection of Arbitrator 

The State shall notify the American Arbitration Association in Detroit, Michigan 
(“AAA”) and IBM Global Services in writing describing in reasonable detail the 
nature of the dispute (the “Dispute Notice”), and shall request that AAA furnish to 
the Parties a list of nine (9) possible arbitrators who shall be licensed to practice 
law in the United States, who shall not have any conflict of interest, and who shall 
have at least five (5) years of experience in data communications and data 
processing matters.  Each Party shall have fifteen (15) days to reject three (3) of 
the proposed arbitrators.  If three (3) individuals have not been so rejected, they 
shall serve as arbitrators; if four (4) or more individuals have not been so 
rejected, the AAA shall select three (3) arbitrators from those individuals. 

 
b. Conduct of Arbitration 

Arbitration will be conducted by the arbitrators selected pursuant to above with 
respect to the dispute described in the Dispute Notice and any other disputes 
related to this Contract between the Parties which:  (i) are pending at the 
inception of such arbitration and not otherwise being arbitrated under this Section 
4.22.2, or (ii) arise during the pendency of such arbitration, in accordance with 
the Commercial Arbitration Rules of the AAA, except as specifically provided 
otherwise in this Section 4.22.2.  The arbitrators will allow reasonable discovery 
pursuant to the Michigan Rules of Court, except that the arbitrators may limit or 
extend the time limits and/or extent of said discovery consistent with the 
purposes and nature of the specific arbitration at issue.  The arbitrators will have 
no power or authority, under the Commercial Arbitration Rules of AAA or 
otherwise, to amend or disregard any provision of this Contract, except as 
provided in Section 4.30.  The arbitration hearing shall be limited to not more 
than ten (10) hearing days, with each of the Parties being allocated one-half of 
the time for the presentation of its case.  Unless otherwise agreed to by the 
Parties, an arbitration hearing shall be conducted on consecutive Business Days. 

 
c. Replacement of Arbitrator 

Should an arbitrator refuse or be unable to proceed with arbitration proceedings 
as called for by this Section 4.22.2, the arbitrator shall be replaced by an 
arbitrator who is selected from the other arbitrators originally proposed by AAA 
and is not rejected by the Parties, if any, or, if there are no remaining proposed 
arbitrators who have not been rejected, by repeating the process of selection 
described in Section 4.22.2.1.a. above.  If an arbitrator is replaced pursuant to 
this Section 4.22.2.1.c., then a rehearing shall take place in accordance with the 
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provisions of this Section 4.22.2 and the Commercial Arbitration Rules of the 
AAA. 

 
d. Findings and Conclusions 

The arbitrator rendering judgment upon disputes between the Parties to this 
Contract shall, after reaching judgment and award, prepare and distribute to the 
Parties a writing describing the findings of fact and conclusions of law relevant to 
such judgment and award and containing an opinion setting forth the reasons for 
the giving or denial of any award.  The Parties agree that the arbitrator’s opinion 
shall be a confidential document subject to the confidentiality obligations 
contained in this Contract. 

 
e. Place of Arbitration Hearings 

Arbitration hearings shall be held in Lansing, Michigan. 
 

f. Time of the Essence 
The arbitrators are instructed that time is of the essence in the arbitration 
proceeding, and that the arbitrators shall have the right and authority to issue 
monetary sanctions against either of the Parties if, upon a showing of good 
cause, that Party is unreasonably delaying the proceeding.  The arbitrators shall 
render their judgment or award within fifteen (15) days following the conclusion of 
the arbitration proceeding.  The judgment or award of the arbitrators shall be final 
and binding on the Parties, and judgment thereon may be entered or enforced in 
any court having jurisdiction thereof or having jurisdiction over either of the 
Parties or their assets. 

 
4.22.3 Injunctive Relief 

The only circumstance in which disputes between the State and IBM Global Services will not be 
subject to the provisions of Sections 4.22.1 and 4.22.2 above is where a Party makes a good 
faith determination that a breach of the terms of this Contract by the other Party is such that the 
damages to such Party resulting from the breach will be so immediate, so large or severe and 
so incapable of adequate redress after the fact that a temporary restraining order or other 
immediate injunctive relief is the only adequate remedy. 
 

4.22.4 Continued Performance 

IBM Global Services agrees to continue performing its obligations under this Contract while any 
dispute is being resolved unless and until such obligations are terminated by the termination or 
expiration of this Contract. 
 

4.22.5 Governing Law 

The provisions of this Contract shall be construed in accordance with the substantive laws of 
Michigan without regard to its choice of law rules. 

 
4.22.6 Jurisdiction 

IBM Global Services irrevocably consents with respect to any claims it has against the State, 
arising out of or in connection with this Contract, to the exclusive jurisdiction of the Michigan 
Court of Claims (except as otherwise provided by law) and with respect to any claim between 
the Parties, to venue in Ingham County, Michigan, and irrevocably waives any objections it may 
have to such jurisdiction on the grounds of lack of personal jurisdiction of such court or the 
laying of venue of such court or on the basis of forum non conveniens or otherwise.  IBM Global 
Services agrees to appoint agents in the State to receive service of process. 
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4.23 Excusable Failure 
 Neither Party will be liable for any default or delay in the performance of its obligations under this 

Contract if and to the extent such default or delay is caused, directly or indirectly, by:  fire, flood, 
earthquake, elements of nature or acts of God; riots, civil disorders, rebellions or revolutions in any 
country; the failure of the State to perform its material responsibilities under this Contract (either itself or 
through another contractor); or any other cause beyond the reasonable control of such Party; provided 
the non-performing Party and its subcontractors are without fault in causing such default or delay, and 
such default or delay could not have been prevented by reasonable precautions and cannot reasonably 
be circumvented by the non-performing Party through the use of alternate sources, workaround plans 
or other means.  In such event, the non-performing Party will be excused from any further performance 
or observance of the obligation(s) so affected for as long as such circumstances prevail and such Party 
continues to use its best efforts to recommence performance or observance whenever and to whatever 
extent possible without delay provided such Party promptly notifies the other Party in writing of the 
inception of the excusable failure occurrence, and also of its abatement or cessation.  If any of the 
above-enumerated circumstances substantially prevent, hinder, or delay performance of the Services 
necessary for the performance of the State’s functions for more than three (3) consecutive days, and 
the State determines that performance is not likely to be resumed within a period of time that is 
satisfactory to the State in its reasonable discretion, then at the State’s option:  (a) the State may 
procure such services from an alternate source and pay for such third-party services directly in lieu of 
paying IBM Global Services; (b) the State may terminate any portion of this Contract so affected and 
the charges payable thereunder shall be equitably adjusted to reflect those terminated services; or (c) 
this Contract will terminate without liability of the State to IBM Global Services as of a date specified by 
the State in a written notice of termination to IBM Global Services.  IBM Global Services will not have 
the right to any additional payments from the State as a result of any excusable failure occurrence or to 
payments for services not rendered as a result of the excusable failure condition.  Defaults or delays in 
performance by IBM Global Services which are caused by acts or omissions of its subcontractors will 
not relieve IBM Global Services of its obligations under this Contract except to the extent that a 
subcontractor is itself subject to an excusable failure condition described above and IBM Global 
Services cannot reasonably circumvent the effect of the subcontractor’s default or delay in performance 
through the use of alternate sources, workaround plans or other means. 

 
If a disaster is declared and Business Recovery Services (BRS) are provided according to the 
provisions of Section 5.6, then the excusable failure provisions of the Contract are suspended.  The 
other provisions of the Contract remain in full force, except as expressly modified by Section 5.6 of the 
Contract.  If the State chooses not to continue to utilize BRS under Section 5.6 from IBM Global 
Services at any time subsequent to a disaster being declared under Section 5.6, the excusable failure 
provisions of this Contract shall no longer be suspended. 
 

4.24 State Exculpation 
Except to the extent provided in Section 4.1.4, pursuant to which IBM Global Services may be entitled 
to obtain compensation for lost efforts due to the State’ failure to perform its material responsibilities 
under this Contract, which section shall apply whether or not the State has engaged a contractor to 
perform the responsibilities of the State under this Contract, IBM Global Services acknowledges and 
agrees that the State shall not be responsible for or liable to IBM Global Services or its subcontractors 
for any increased costs or expenses that may be incurred by IBM Global Services, or for any other 
damages that may be suffered by IBM Global Services, as a result of any act or omission of any other 
contractor to the State. 
 

4.25 Minority/Women/Handicapper Subcontracting 
To assist the State in monitoring the participation of certified minority/women/handicapper owned and 
operated firms in State contracts, IBM Global Services will be required to submit a quarterly report 
outlining expenditures to such firms for the reporting period under subcontracts entered into for the 
purpose of performing Services under this Contract.  
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4.26 Nondiscrimination Clause 
 In the performance of any Contract or purchase order resulting herefrom, the bidder agrees not to 

discriminate against any employee or applicant for employment, with respect to their hire, tenure, 
terms, conditions or privileges of employment, or any matter directly or indirectly related to employment, 
because of race, color, religion, national origin, ancestry, age, sex, height, weight, marital status, 
physical or mental disability unrelated to the individual's ability to perform the duties of the particular job 
or position.  The bidder further agrees that every subcontract entered into for the performance of any 
Contract or purchase order resulting herefrom will contain a provision requiring non-discrimination in 
employment, as herein specified, binding upon each subcontractor.  This covenant is required pursuant 
to the Elliot Larsen Civil Rights Act, 1976 Public Act 453, as amended, MCL 37.2101, et seq, and the 
Persons with Disabilities Civil Rights Act, 1976 Public Act 220, as amended, MCL 37.1101, et seq, and 
any breach thereof may be regarded as a material breach of the Contract or purchase order. 

4.27 News Releases 
IBM Global Services will not make any news releases, public announcements or public disclosures, nor 
will it have any conversations with representatives of the news media, pertaining to this Contract, or the 
Services, without the prior written approval of the State, and then only in accordance with explicit 
written instructions from the State.  
 

4.28 Independent Contractor Relationship 
The relationship between the State and IBM Global Services is that of client and independent 
contractor.  No agent, employee, or servant of IBM Global Services or any of its subcontractors shall be 
or shall be deemed to be an employee, agent or servant of the State.  IBM Global Services will be 
solely and entirely responsible for its acts and the acts of its agents, employees, servants and 
subcontractors during the performance of this Contract. 

 
4.29 No Third Party Beneficiaries 

It is expressly understood and agreed by the Parties that this Contract and the Services provided 
hereunder are not intended to inure to the benefit or detriment of any third party, except in the case of a 
third party that is entitled to be indemnified under the terms of Section 4.15. 
 

4.30 Severability 
Whenever possible, each provision of this Contract will be interpreted in such a manner as to be 
effective and valid under applicable law.  If any provision of this Contract, however, is held to be 
prohibited or invalid under applicable law, such provision will be deemed restated to reflect the original 
intentions of the Parties as nearly as possible in accordance with applicable law, and, if capable of 
substantial performance, the remaining provisions of this Contract shall be enforced as if this Contract 
was entered into without the invalid provision.  If the ruling and/or controlling principle of law or equity 
leading to the ruling is subsequently overruled, modified or amended by legislative, judicial or 
administrative action, then the provision(s) in question as originally set forth in this Contract will be 
deemed valid and enforceable to the maximum extent permitted by the new controlling principle of law 
or equity. 
 

4.31 Unfair Labor Practices 
The State may void this Contract if IBM Global Services or any subcontractor, manufacturer or supplier 
of IBM Global Services appears in the register compiled by the Michigan Department of Labor, 
pursuant to Public Act No. 278 of 1983 (MCL 423.321(b); MSA 17,458(21)(b). 
 

4.32 Captions and Headings 
Captions and headings presented throughout this Contract are for information and organization 
purposes.  Captions and headings, including inaccurate references, do not, in any way, define or limit 
the requirements or terms and conditions of this Contract. 
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4.33 Survival 
Any provisions of this Contract that impose continuing obligations on the Parties including, but not 
limited to, the Parties’ respective warranty, indemnity and confidentiality obligations, shall survive the 
expiration or termination of this Contract for any reason. 
 

4.34 Pass-Through of Manufacturers’ Warranties 
If, under this Contract, IBM Global Services procures any materials or products (including the Hardware 
and Software) for the State, IBM Global Services shall assign or otherwise transfer to the State or its 
designees, or afford the State the benefits of, any manufacturer’s warranty for such materials or 
products. 
 

4.35 Non-solicitation 
IBM Global Services shall not, during the Term of this Contract and for a period of twelve (12) months 
thereafter, knowingly offer employment to or employ or solicit for employment any person who is a 
State employee or was a State employee during the previous six months with whom IBM Global 
Services had substantial contact in the course of performing its obligations under this Contract. 
 

4.36 Taxes 
The State is exempt from Federal Excise Tax, State and Local Sales Tax, and Use Tax with respect to 
the sale to and use by it of tangible personal property, and such taxes shall not be included in invoices 
submitted to the State under this Contract.  Sales to the State are not exempt from the environmental 
protection regulatory fee imposed pursuant to Section 8 of Act 152 of the Public Acts of the State.  Any 
other taxes imposed on the Services, or on materials, or products provided by IBM Global Services, or 
otherwise resulting from IBM Global Services charges to the State are included in the IBM Global 
Services charges and rates set forth in Exhibit H, and will not be separately paid or reimbursed by the 
State. 

 
4.37 Notices 

Any notice given to a Party under this Contract shall be deemed effective, if addressed to such Party as 
addressed below, upon:  (i) delivery, if hand delivered; (ii) receipt of a confirmed transmission by 
telefacsimile if a copy of the notice is sent by another means specified in this Section 4.37; (iii) the third 
(3rd) Business Day after being sent by U.S. mail, postage pre-paid, return receipt requested; or (iv) the 
next Business Day after being sent by a nationally recognized overnight express courier with a reliable 
tracking system. 

 
IBM Global Services: 
 

 
Mr. William Ruddock 
IBM Michigan MAIN Project Executive and Contract Administrator 
8th Floor, George W. Romney Building 
Lansing, Michigan  48909 
Fax:  517-373-2446 

 
State: 
 
Ms. Kathryn Jones 
Director of Acquisition Services 
Acquisition Services 
Department of Management and Budget 
2nd Floor, Steven T. Mason Building 
P.O. Box 30026 
Lansing, Michigan  48909 
Fax:  (517) 335-0046 
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Mr. Douglas Johnson 
Director of MAIN and Contract Administrator 
Department of Information Technology 
8th Floor, George W. Romney Building 
P.O. Box 30026 
Lansing, Michigan  48909 
Fax:  (517) 335-6940 
 

Either Party may change its address where notices are to be sent by giving notice in accordance with 
this Section. 
 

4.38 Amendments 
 This Contract may be modified or amended solely by a writing executed by authorized representatives 

of both Parties. 
 
4.39 Waivers 
 Any waiver by a Party must be in writing and signed by the Party waiving its right(s) to be effective.  No 

waiver shall operate as a waiver to a breach of any other provision, or any other breaches of the same 
provision, of this Contract. 

 
4.40 Covenant of Good Faith 
 Each Party agrees that, in its dealings with the other Party or in connection with this Contract, it shall 

act reasonably and in good faith. 
 
4.41 Entire Agreement 
 This Contract contains the entire agreement between the Parties with respect to its subject matter and 

supersedes all other prior or contemporaneous communications between the Parties, whether written 
or oral. 

 
4.42 Consents and Approvals 

Except as expressly provided otherwise in this Contract, if either Party requires the consent or approval 
of the other Party for the taking of any action under this Contract, such consent or approval shall not be 
unreasonably withheld or delayed.  An approval or consent given by a Party under this Contract shall 
not relieve the other Party from responsibility for complying with the requirements of this Contract, nor 
shall it be construed as a waiver of any rights under this Contract, unless otherwise expressly provided 
in such approval or consent. 

 
4.43 State Facilities 

The State shall designate from time to time sufficient space in State premises as required by IBM 
Global Services to perform the Services (collectively, the “State Facilities”).  IBM Global Services shall 
observe and comply with all rules and regulations relating to each of the State Facilities used by IBM 
Global Services, in the course of providing the Services.  IBM Global Services agrees that it will not, 
without the prior written consent of the State, use any State Facilities provided for IBM Global Services’ 
use, or to which IBM Global Services otherwise gains access in the course of performing the Services, 
for any purpose other than to provide the Services to the State. 
 

5.0 STATEMENT OF WORK 
This Section describes the general operating principles to be utilized to perform all aspects of the 
Services that IBM provides to the State. 

 
5.0.1 Systems Management Controls.  IBM Global Services’ performance of the Services will be 

managed and operated in strict compliance with the proven automated processes, disciplines 



 

 50 

and methodologies of Systems Management Controls (“SMC”).  The SMC will be considered 
part of the Services to be provided by IBM Global Services and include: 

• service level management 
 
• problem management 
 
• change management 

 
• performance management 

 
• capacity management 

 
• recovery management 

 
• online management 

 
• batch management 

 
IBM Global Services, in consultation with the State, will use the SMC automated tools to 
identify, track and resolve problems.  IBM Global Services will train the State’s staff on the SMC 
tools and processes.  The following are brief descriptions of certain SMC management 
disciplines to be employed by IBM Global Services in performing the Services.  The descriptions 
of particular SMCs included in this Section are to further describe IBM Global Services’ 
responsibilities with respect to performing such SMCs and are not in any way to be construed 
as limiting IBM Global Services’ obligations in respect of such SMCs. 

 
5.0.2 Reporting and Meetings 

5.0.2.1 Reporting.  In addition to the reports specified below, within thirty (30) days after the 
Effective Date and each Commencement Date, as applicable, the Parties will 
mutually determine an appropriate set of periodic reports for a Development Project 
or Processing Services, respectively, to be provided by IBM Global Services to the 
State, in addition to those specified in each Service’s Work Plan or Control Plan.   

 
a. Status Reports.  IBM Global Services agrees to deliver to the State biweekly 

written status reports, both on the dates and in the form designated by the State.   
 

(1) Problem Reports.  Each status report shall contain a report on whether or not 
all tasks for which IBM Global Services is responsible are proceeding as 
planned and shall be completed by the dates delineated in the Work Plan, 
and a report on whether or not any delays are expected in IBM Global 
Services’ full and complete performance of each task.  The purpose of these 
reports is to avoid last minute changes in schedules and to provide early 
notification that circumstances or other matters not under IBM Global 
Services’ control may or will cause delays in IBM Global Services’ 
performance. 

 
(2) Time Records.  At the request of the State, IBM Global Services shall provide 

to the State, weekly or biweekly, time records indicating on a daily basis the 
effort expended and work performed by each of its staff and the Approved 
Subcontractors’ staff performing the obligations of IBM Global Services 
hereunder in accordance with this Contract. 
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b. Known Failures to Perform.  With respect to the Development Projects and the 
Processing Services, IBM Global Services agrees to immediately bring all 
failures of which it is aware by the State or by subcontractors performing IBM 
Global Services’ obligations hereunder or of other MAIN contractors to perform 
their assigned or agreed responsibilities which impact the ability of IBM Global 
Services to perform its responsibilities under this Contract to the attention of the 
State Contract Administrator or his designee.  If the failure is not remedied in 
three (3) Business Days or such other period as is granted by the State, IBM 
Global Services agrees to describe the failure and its potential impact on the full 
and complete performance of IBM Global Services’ obligations hereunder in its 
next issued status report.  IBM Global Services’ responsibilities to perform under 
this Contract are in no way relieved by such reports. 

 
c. Missed Performance Standards.  With respect to the Processing Services, in the 

event that a Performance Standard is missed, IBM Global Services will conduct a 
Business Impact Analysis (“BIA”).  The BIA is a formal process to assist 
management in directing the necessary resources to fix the problems that 
caused missed Performance Standard.  The process will begin with a technical 
review of each problem to determine the root cause of the failure.  The 
responsible management will be identified and action plans will be developed, 
reviewed and approved to fix the problem and eliminate recurrences.  Root 
causes may be in software, hardware, Internetwork or process failures. 

 
5.0.2.2 Meetings.  Within thirty (30) days after the Effective Date and within thirty (30) days 

after each Commencement Date, the Parties will mutually determine an appropriate 
set of periodic meetings to be held between representatives of the Parties regarding 
each Development Project or Processing Services, respectively.  At a minimum and 
unless the Parties otherwise agree, the following meetings will be held between 
appropriate representatives of IBM Global Services and the State, at times and 
places established by the State. 

 
a. Problem Management Meeting ⎯- Reviews any problems that have occurred 

during the previous week and reviews the schedule for the next week.  This 
meeting will be attended by both the State and IBM Global Services 
management and staff, and will be conducted as needed; 

 
b. Production Schedule Meeting – Weekly review the development and production 

requirements to assure the production schedule will meet the needs of the State. 
 

c. Service Level Attainment Review – A monthly meeting with the MAIN Director 
and Technical Manager to review Service Level Reports from the prior month; 

 
d. Quarterly Capacity Planning Meeting; and 

 
e. At least once each year during the Term of this Contract, senior representatives 

of IBM Global Services shall meet with the State Contract Administrator to review 
changes implemented during the previous year and discuss possible changes to 
be implemented during the coming year.  At such meetings, IBM Global Services 
should present recommendations to the State on Hardware and Software 
improvements and changes that IBM Global Services believes would significantly 
reduce costs, improve service or enhance the operability or reliability of MAIN. 
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Meetings will have a published agenda, issued by the Party requesting the meeting 
or as mutually agreed, distributed sufficiently in advance of the meeting to allow 
meeting participants a reasonable opportunity to prepare for the meeting. 

 
5.0.3. Security. IBM Global Services shall be responsible for the planning and installation of all 

security systems and procedures relating to the Services, and for the security of all physical and 
information assets hereunder.  IBM Global Services’ physical and information asset security 
practices during the Term will meet or exceed the State’s requirements.   

 
5.0.3.1 Information Security Controls.  IBM Global Services agrees to maintain and keep 

current the Information Security Controls - State of Michigan MAIN document.  This 
guideline serves as a basis to define and document the requirements for 
mainframe/host and LAN system services, as agreed to by IBM and MAIN.  
Application Development and Maintenance (AD/M), System Management Control 
(SMC), and Disaster Recovery (D/R) are NOT addressed in this guideline.  As of the 
Effective Date, the latest version of the Information Security Controls - State of 
Michigan MAIN document is dated October 23, 2001, and is signed by both Parties. 

 
5.0.3.2 State Security Policies.  The security policies for all the State sites will be determined 

and documented by the State.  IBM Global Services will administer those policies 
and report system-detected violations to the State for action.  IBM Global Services 
will assist the State in enhancing State policies relating to data and physical security. 

 
5.0.4. Efficient Resource Use and Technological Advancements 

 
5.0.4.1 During the Term, IBM Global Services shall make efficient use of the resources that 

will be separately chargeable to the State under this Contract, including but not 
limited to: 

 
a. making schedule adjustments (consistent with the State’s priorities and 

schedules for the Services to be provided under this Contract), 
 

b. scheduling the performance of noncritical functions so that established limits are 
not exceeded whenever possible, and 

 
c. tuning or optimizing the systems used to perform the Services. 

 
5.0.4.2 During the term of the Processing Services, each time that IBM Global Services 

elects to make a material change in the Hardware or Operating Software 
environment that impacts the CPU-hour utilization of the State (a “System Change”), 
IBM Global Services will determine, at a mutually agreed level of detail, the amount 
of application CPU-hours required to process a representative sample of the State’s 
work immediately prior to the System Change and immediately after the System 
Change.  If the application CPU-hours usage after the System Change is greater 
than the application CPU-hours usage prior to the System Change, then the State 
shall not be required to pay for any increased application CPU-hours usage due to 
the System Change, until the time, if any, when IBM Global Services is able to 
operate the Hardware and Software such that the application CPU-hours usage after 
the System Change is less than or equal to the application CPU-hours usage before 
the System Change, based upon the same representative sample of data. 

 
5.0.4.3 IBM Global Services agrees to use commercially reasonable efforts, without an 

increase in charges to the State, to maintain a level of technology, including 
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investing in and utilizing applicable advances in hardware, software and other 
technology, that IBM Global Services reasonably and in good faith determines is 
appropriate for the performance of the Services in an efficient and cost-effective 
manner.  In maintaining this level of technology, IBM Global Services will duly 
consider advances in technology that would be advantageous to the State for 
supporting MAIN and will use commercially reasonable efforts to accommodate 
those advances in technology. 

 
5.0.5 Change Management 

IBM Global Services acknowledges and confirms that, as part of IBM Global Services’ 
responsibility for providing the Processing Services, it is responsible for implementing the 
“ChangeMan” tools (or another set of tools reasonably acceptable to the State) in a reasonable 
way to manage and maintain software configuration and version control and manage the 
migration of Application Software between Environments.  IBM Global Services agrees to 
implement the ChangeMan tools in such a way as to best facilitate the achievement of the 
objectives set forth in Section 1.2 of the Contract. 

 
5.0.5.1 Change Control Procedures.  As part of IBM Global Services’ Systems Management 

Controls described below, IBM Global Services shall perform each Service in 
accordance with a Change Management discipline and process documented in 
Change Control Procedures to be included in the Control Plan for each respective 
Service.  The objective of IBM Global Services’ Change Management, and reflected 
in the Change Control Procedures, will be to ensure that standardized methods and 
procedures are used to minimize the negative impact of changes made by IBM 
Global Services to the Hardware, Software or Services by controlling the 
implementation of such changes in an orderly, planned manner.  The responsibilities 
of IBM Global Services with respect to the Change Control Procedures will include 
recording, communicating, coordinating, and monitoring changes affecting Service 
levels.  IBM Global Services will provide strong planning and control capabilities to 
minimize the impact of changes on the Services.  The Change Control Procedures 
will be administered by IBM Global Services, utilizing input from the State (e.g., 
application changes, user requirements, public sector requirements) and formal 
change management processes consistent with State and IBM Global Services 
requirements.  Each Change Control Procedure shall, at a minimum, provide that: 

 
a. IBM Global Services shall execute all Operating Software operating at the MAIN 

Data Center at supported levels and will install all maintenance releases of such 
supported levels no later than six (6) months following the general release of 
each such maintenance release by the respective vendor of such Software.  IBM 
Global Services shall incorporate all upgrades and new releases of Application 
Software for which IBM Global Services has maintenance responsibility under 
this Contract within six (6) months following general release by the vendor of 
such Application Software; provided however that, with respect to Application 
Software for which IBM Global Services has maintenance responsibility but not 
installation responsibility, IBM Global Services’ obligations under this paragraph 
shall be satisfied by the delivery of upgrades and new releases to the appropriate 
State agency coordinators within six (6) months of general release.  IBM Global 
Services will notify the State in advance of all installations or deliveries of such 
upgrades or new releases.  With respect to Software for which IBM Global 
Services is obligated to install upgrades or new releases under this paragraph, 
IBM Global Services shall perform such installations as planned and required by 
this paragraph unless the State directs IBM Global Services to defer such an 
installation.  All other changes to the Software impacting the performance of the 
Software shall be made only with the prior written approval of the State. 
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b. IBM Global Services will assure that all Software used in providing the Services 

is moved from the application development and test environments to the 
production environment only after State sign-off and in a controlled and 
documented manner. 

 
c. IBM Global Services will schedule all Hardware and Software projects so as not 

to unreasonably impede the State’s business operations. 
 

d. In conjunction with the capacity management planning process described below, 
IBM Global Services will prepare and provide to the State one (1) month and six 
(6) month “look ahead” schedules for ongoing and planned IBM Global Services 
Hardware and Software activities which will impact the State’s business 
operations, in addition to schedules for IBM Global Services projects affecting the 
Processing Services, covering the time period from their commencement to 
completion.  These schedules will be updated at least every quarter and will be 
discussed with State representatives as appropriate at the biweekly status 
meetings.  IBM Global Services will monitor the status of such work and track 
such work against the applicable schedules. 

 
e. IBM Global Services will document and provide promptly to the State a 

notification of all emergency unplanned work performed affecting any Hardware 
or Software. 

 
f. IBM Global Services will provide the State with a monthly changes report setting 

forth a record of IBM Global Services’ work on Hardware and Software 
performed during the previous month.  In addition, IBM Global Services will 
provide the State with a report documenting all changes made by IBM Global 
Services to Hardware or Software which impact the resource utilization of the 
Hardware and/or Software or alters the way in which State users interact with the 
Hardware and/or Software within five (5) Business Days after such a change is 
made. 

 
g. IBM Global Services shall promptly update all written plans and procedures to 

reflect changes to the MAIN Data Center, as appropriate. 
 

5.0.5.2 Software Maintenance.  IBM Global Services shall provide maintenance for all Work 
Product Software such that the Work Product Software continues to perform in all 
material respects in accordance with those specifications for such Work Product 
Software as mutually agreed upon by the Parties.  IBM Global Services’ obligations 
under this paragraph shall extend during the initial term of the operations Service of 
which the Work Product Software is a part and any renewal periods thereof in which 
the State elects to purchase Software maintenance for the applicable Processing 
Service.  As part of the Work Plans, the Parties will mutually agree upon the details 
of the other Software maintenance Services to be provided by IBM Global Services 
as part of each respective Processing Service. 

 
5.0.6 Problem Management 

5.0.6.1 Problem Management.  IBM Global Services will employ the problem management 
tools, procedures and management disciplines as described below.  The Parties 
acknowledge and agree that the State shall be responsible for providing and 
operating a help desk function to receive problem reports and questions and provide 
the first-level handling of such reports and questions.  Accordingly, as used in this 
Section, the term “Problem” shall mean problem reports or questions referred to IBM 
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Global Services by the State’s first-level help desk function for the Processing 
Services, as appropriate in the context in which it appears. 

 
a. Objectives.  IBM Global Services’ primary objectives in performing Problem 

Management Services are to: 
 

(1) Ensure that all Problems are reported and recorded promptly and correctly; 
 

(2) Ensure that all Problems are assigned an appropriate severity level based on 
State impact;  

 
(3) Ensure all outstanding Problems are managed to resolution with pre-

established resolution criteria;  
 

(4) Identify and escalate to IBM Global Services and/or State management, as 
appropriate, Problems that are not resolved within criteria;  

 
(5)Recognize duplicate Problems and escalate recurring Problems;  

 
(6) Review and validate closed Problems; and 

 
(7) Provide State management an overview of the Problems adversely affecting 

the delivery of the Services.  
 

b. Process.  IBM Global Services’ Problem Management Services will be designed 
to reduce the number and impact of Problems negatively affecting the Services 
and, in particular, the State’s end-user community.  The Problem Management 
Services will be administered by IBM Global Services to identify, record, track, 
correct, and measure Problems and their impact to delivery of the Services.  
Every Problem relating to the Processing Services will be recorded and tracked 
in a database that provides technicians with real-time information on the status of 
all Problems affecting the Hardware, Software or Services.  IBM Global Services’ 
Problem Management Services will utilize a proactive approach, making use of 
problem trending analysis techniques to help prevent Problems from occurring.  
IBM Global Services will establish formal, IBM Global Services-based, problem 
management processes consistent with State and IBM Global Services 
requirements.  The Problem Management Services will encompass any Problem 
that affects State end users, including Hardware and Software Problems, 
incomplete or unavailable functions or applications, operational Problems, and 
process Problems.  

  
5.0.7 Application Change Management Process (Version Control) 

IBM Global Services will employ application change management tools, procedures and 
management disciplines as describe below.  The processes for application change 
management will allow the State to control functions related to module check out and check in 
while IBM Global Services will control all functions related to migration of code to test and 
production environments. 

 
Currently the tools used to support the application change management process include 
InfoMan to document changes and approvals, ChangeMan for migration of JCL and COBOL 
based objects, and Cloud9 is being implemented to support web based objects. 

 
5.0.8 Capacity Management 
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IBM Global Services will establish a formal Capacity Management process designed to work in 
concert with the State’s quarterly capacity planning process.  The process is designed to ensure 
that the Performance Standards are met and that installed system capacity is optimized to meet 
the State’s requirements.  IBM Global Services will participate in the State’s quarterly capacity 
planning process and meeting(s), and will provide all reports and recommendations needed or 
anticipated to ensure a very effective and productive planning and review session. 
 

5.1 Processing Services 
5.1.1 The “Processing Services” will consist generally of the provision by IBM Global Services to the 

State of all central Hardware, certain associated peripheral equipment, and the Operating 
Software for processing the MAIN Application Software, including providing dedicated 
communications facilities to the Internetwork in Lansing.  IBM Global Services will be 
responsible for all aspects of systems operation and management for the MAIN Application 
Software, including workload scheduling, print management, performance management, 
capacity management, change management, problem management, service level management, 
data management, resource accounting, and security management.  IBM Global Services will 
perform the Processing Services according to the terms and conditions of this Contract.  IBM 
Global Services specifically agrees to perform the Processing Services in accordance with the 
Performance Standards set forth in Exhibit G that are applicable to the Processing Services.  

 
IBM Global Services acknowledges and confirms that it is not entitled to charge the State 
additional amounts for providing an additional Environment should it become necessary for IBM 
Global Services to provide the Services in accordance with the requirements of the Contract, 
except that IBM Global Services may charge the State at the Change Order Labor Rates for a 
reasonable amount of labor to initially set up and configure any such additional Environments. 

 
IBM Global Services agrees further that it will make reasonable efforts to accommodate State 
requests that IBM Global Services cancel or re-schedule the performance of planned 
maintenance in order to accommodate the State’s processing requirements. 

 
5.1.2 State Responsibilities 

The Parties agree to the following State responsibilities: 
 

5.1.2.1 The State will provide security administration to MAIN Application Software end 
users. 

 
5.1.2.2 The first point of contact for State end users of the MAIN Application Software will be 

the State’s help desk. 
 

5.1.2.3 The State will provide IBM Global Services with connectivity to the State’s network. 
 

5.2 Web Server Environment 
The SOMF LPAR will serve as a web-hosting environment and is required to support current project 
development needs and on-going web hosting capabilities. 
 
5.2.1 The following items are within the scope of this Contract and will be provided as part of the on-

going execution and support of the SOMF environment:  

 
5.2.1.1 Two logical web servers to be run on the SOMF LPAR, currently consisting of 

WebSRT and WebSRP as of the Effective Date 
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5.2.1.2 One logical web server to be run on the SOMD LPAR, currently consisting of 
WebSRD as of the Effective Date 

 
5.2.1.3 Provide an NT server to support the development repository 
 
5.2.1.4 Provide DB2 system support 
 
5.2.1.5 Provide CICS transaction gateway support 
 
5.2.1.6 Provide operations support 
 
5.2.1.7 Provide USS – Unix systems services support 
 
5.2.1.8 Provide software (SW) support 
 
5.2.1.9 Provide Netview support 
 
5.2.1.10 Provide code promotion support 
 
5.2.1.11 Provide EPP support 
 
5.2.1.12 Provide system support 
 
5.2.1.13 Provide security support 
 
5.2.1.14 Provide project management 
 
5.2.1.15 Provide SMS support 
 
5.2.1.16 Provide recovery management 
 
5.2.1.17 Provide firewall administration 
 
5.2.1.18 Provide dedicated DASD up to 79 gigabytes on SOMF LPAR 
 
5.2.1.19 Provide network support 
 
5.2.1.20 Provide Cloud9 software maintenance 
 
5.2.1.21 Provide problem and change management 
 
5.2.1.22 Provide availability management and track availability of the environment through the 

information management reporting process 
 

5.2.2 The SOMF server will continue to access production and development DB2 data via DRDA over 
an SNA link to the production DB2 databases on SOMD/SOMP. 

5.2.3 There will not be any tape activity for the SOMF LPAR.  All tape processing will take place on 
SOMD/SOMP.  All DASD on SOMF will be shared with SOMD to allow for backup and recovery. 

5.2.4 The Problem and Change Management process will be used to manage on going changes to 
this environment.   

5.2.5 SOMF will serve web pages to web browsers through the State’s existing TCP/IP network.  The 
connection to the State’s network will be via IBM Global Services’ routers. It is assumed that 
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usage will be such that additional bandwidth will not be required.  Future application 
development efforts that force the need for additional bandwidth will require that this Contract 
be amended in order to cover the cost of such bandwidth. 

5.2.6 There is no requirement for CICS regions to be built on SOMF.  All processes executing on 
SOMF will utilize existing CICS processing regions on SOMD/SOMP. 

5.2.7 Firewall security changes will be minimal. 

5.2.8 WebSRP, Cloud9, and the SOMF development libraries are considered to be “critical 
applications” for disaster recovery purposes.  WebSRP is 3rd priority in terms of recovery 
sequence (behind 1st priority - ADPICS, RSTARS and 2nd priority - Infoman/Changeman).  The 
SOMF development libraries and Cloud9 will be recovered along with the SOMD libraries 
required to support the State’s development. 

5.2.9 The timeframe for recovery is 72 hours from declaration of disaster to user availability. 

5.2.10 Web Server Administration will be performed by IBM Global Services.  All changes in this area 
must be requested via an appropriate change management record. 

5.3 FEDI Network Operations 
IBM Global Services will maintain a network connection directly from the MAIN Data Center to the State 
of Michigan’s FEDI bank, Comerica.  The following is a description of the services and assumptions. 

 
5.3.1 Overview.  IBM Global Services will provide one 56K point-to-point circuit with dial backup 

between MAIN Data Center, to Comerica Bank in Auburn Hills, MI. Warm standby equipment, 
A/B switches, and Ethernet hubs.  As IBM’s subcontractor, AT&T will supply all equipment 
except for the Cylink data encryptors which will be supplied by the State.  Proactive and reactive 
network management processes are provided. 

5.3.2 MAIN Data Center Equipment.  Will include two Cisco 2502 routers, two Racal EXDAP 
DSU/CSUs, two Cylink data encryptors, one 4 port call director, four diagnostic modems, one 
RJ-45 A/B switch and one Cisco Ethernet hub are installed at the MAIN Data Center.  The 
dedicated point-to-point 56K circuit is installed between this facility and the Comerica facility in 
Auburn Hills, Michigan.  The RJ-45 A/B switch is installed between the circuit and the EXDAP 
DSU/CSUs and the Cisco Ethernet hub is installed on the output port of the routers.  In case of 
an equipment failure, the circuit will be restored by manually turning the switch on the A/B 
switch from A to B allowing traffic to pass through the warm standby equipment and Ethernet 
hub.  In the event of a circuit failure a 56K switched dial backup will be established by internal 
modems located in the EXDAP DSU/CSUs.  

An IBM Check Point firewall is installed.  The firewall will filter and log traffic to and from the 
bank and the host.  Comerica will maintain their own firewall at the bank side of the circuit, and 
there will be Checkpoint firewall software on the host.  IBM Global Services will decrypt the 
traffic and will pass the traffic over a dedicated Ethernet segment to the IBM Check Point 
firewall.  This single firewall will have one Ethernet interface for each bank and one to the 
existing 7505 router, that has a CIP interface to the host. 
 

5.3.3 Comerica – Auburn Hills, Michigan Equipment.  IBM Global Services will provide two Cisco 
2502 routers, two Racal EXDAP DSU/CSUs, one 4 port call director, four diagnostic modems, 
one A/B switch and one Cisco Ethernet hub are installed at the Comerica facility in Auburn Hills, 
Michigan.  The dedicated point-to-point 56K circuit is installed between this facility and the IBM 
facility in Boulder, Colorado.  The RJ-45 A/B switch is installed between the circuit and the 
EXDAP DSU/CSUs and the Cisco Ethernet hub is installed on the output port of the routers.  In 
case of an equipment failure, the circuit will be restored by manually turning the switch on the 
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A/B switch from A to B allowing traffic to pass through the warm standby equipment and 
Ethernet hub.  In the event of a circuit failure, a 56K switched dial backup will be established by 
internal modems located in the EXDAP DSU/CSUs. 

5.3.4 Management.  In band management is being provided for these circuits through an existing 
Racal CMS400 located at the IBM Boulder location.  The Racal EXDAP CSU/DSU(s) located in 
Boulder connects to an open port on the Racal CMS400.  This allows for a 24 hour a day basis, 
7 days a week, 365 days per year, monitoring of these circuits.  Out of band management is 
accomplished by using 4 port call directors and diagnostic modems. 

 
5.3.5 State Responsibilities.  Provide 6 Cylink data encryptors (two (2) at Comerica in Auburn Hills, 

MI., two (2) at MAIN Data Center, and two (2) at the recovery site) and own the Cylink data 
encryptor maintenance agreement with Comerica.  

The State is responsible for all contractual obligations with Comerica Bank including, but not 
limited to, access to the Comerica site for installation and maintenance of the equipment. 

The State is responsible for communicating and coordinating the overall project goals and 
project results to all affected parties. 

Work will be performed under the direction of the State. 

5.3.6 Asssumptions 

The State will provide floor space, power, lighting and rack space for the AT&T equipment at the 
Comerica location. 

 

5.3.6.1 The State of Michigan will provide access to appropriate building and telcom facilities 
(i.e., telco, patch panels) at the Comerica location. 

5.3.6.2 As IBM’s subcontractor, AT&T will provide WAN/routers/DSUs/and all other network 
management equipment, including all POTS circuits. 

5.3.6.3 IBM will manage the Cylink data encryptors.  

5.3.6.4 All Cylink data encryptors will be keyed the same.  

5.3.6.5 The Disaster Recovery connection to the FEDI bank will be through dial facilities.   

5.3.6.6 Only the IBM NOC can access and receive SNMP alerts, and only the IBM NOC can 
access the remote equipment via Telnet.  This security will be configured on the firewall, 
the routers, as well as the physical network management workstation in the IBM NOC.  

5.3.6.7 All equipment used to supply these servers, except the Cylink Encryptors, shall remain 
the property of IBM Global Services. 

5.4 IE Services 
The State has accepted the Value Added Network commercial offering of IBM’s Information Exchange (IE) 

Services.  These services and the charges for such are covered in detail in Exhibit F. 
 
5.5 Application Development and Maintenance Services 

5.5.1 IBM Responsibilities 
5.5.1.1 IBM Global Services will provide assistance to MAIN staff in planning, developing, 

executing and documenting MAIN systems.  This may include: 

• Testing 
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• Detection and implementation of performance fixes 

• Fixing of program defects 

• Development of new programs where applicable 

• Other support as may be requested by the State 

 
5.5.1.2 IBM Global Services will provide staff, in accord with Exhibit H, to support the State 

FACS, DCDS, or other development/maintenance projects. 
 

5.5.2 The resources supplied by IBM Global Services shall consist of Core Support Resources that 
may be modified, from time to time, as mutually agreed to by the Parties.  The State agrees to 
an annual minimum commitment identified in Exhibit H6-1.  

5.5.3 The State may add or remove Additional Resources with 30 day notice.  See Exhibit H6-2 for 
the current Additional Resources. 

5.5.4 The State reserves the right to review and approve replacements of Core Support Resources 
and Additional Resources proposed by IBM Global Services. 

5.5.5 State’s Responsibility 

 
5.5.5.1 The State is responsible for providing workstations, suitable office space, supplies 

and telephones for the resources noted above at no expense to IBM Global 
Services. 

5.5.5.2 The State is responsible for securing the cooperation and participation of Subject 
Matter Experts, as required, for their legacy application and system knowledge 
throughout this effort to assist and resolve questions. 

5.5.5.3 The State is responsible for communicating and coordinating the overall project 
goals and project results to all affected parties. 

5.5.5.4 Work will be performed under the direction of the State. 

5.5.5.5 The State warrants to IBM that there are no required consents necessary for IBM to 
provide the services described in this Contract.  A required consent means any consent or 
approval required to give IBM and IBM’s subcontractors the right or license to access, use 
and/or modify (including creating derivative works) the hardware, software, firmware and 
other products that the State uses, without infringing the ownership or license rights 
(including patent and copyright) of the providers or owners of such products. 

5.6 Business Recovery Services 
5.6.1 Overview 

The purpose of this Section is to clarify and fully delineate the scope of the Business Recovery 
Services.  The State requires a comprehensive solution for Business Recovery of the MAIN-FACS 
applications in the event of a Disaster at the IBM Global Services Boulder facility which prevents IBM 
Global Services from providing processing facilities to the State sufficient to meet the immediate needs 
of the State over an extended period of time (i.e., in excess of seventy-two hours). 

This Section is organized into two subsections: 
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• Business Recovery Services (BRS) describes the services to be provided by IBM Global Services 
to the State at the Disaster Recovery Site and the associated terms and conditions applicable to 
provision of such Business Recovery Services. 

 
• Disaster Planning and Testing describes the planning and testing services provided by IBM Global 

Services to ensure that the critical portions of the MAIN-FACS applications are recoverable in the 
event of a Disaster. 
 

 The following describe the responsibilities of the Parties.  The responsibilities in this section, in 
conjunction with Exhibit A4 “BRS Responsibility Matrix,” constitute the Business Recovery Services 
obligations of the Parties.  In the event of a conflict between this section and Exhibit A4, the language 
in this section will take precedence. 

 
5.6.2 Business Recovery Services (BRS) 

5.6.2.1 Scope 
IBM Global Services will provide Business Recovery Services for the State of Michigan in the 
form of access to a Hot Site Recovery Center with the necessary equipment and processing 
capacity to recover the critical elements of the MAIN-FACS applications should the site which 
currently processes such applications experience a Disaster and require access to a Recovery 
Site. 

 
5.6.2.2 Business Recovery Services (BRS) Responsibilities 

 
a. IBM Responsibilities 

(1) Provide, in recognition of the geographical distance from the Boulder 
Processing Facility to the State, immediate notice to the State, via direct 
telephone contact with one or more of its designated representatives, of any 
Disaster which has occurred, which may occur, or of events which may lead 
to a Disaster, so that the Parties may determine when and whether to declare 
a Disaster and may do so expeditiously to receive priority BRS. 
 

(2) Provide access to a Hot Site Recovery Center as soon as two (2) hours, but 
no longer than twenty-four (24) hours, after Declaration of a Disaster.  As of 
the Effective Date, the Primary Recovery Site shall be the IBM Business 
Recovery Center in Gaithersburg, Maryland. 
 

(3) Provide use of the Hot Site Recovery Center designated at the time of 
Declaration for a maximum of six (6) consecutive weeks after a Disaster is 
Declared. 
 

(4) Provide priority access to a Hot Site Recovery Center over: 
 

• Non-BRS customers; 
• BRS customers who have scheduled testing; and 
• BRS customers who subsequently declare a Disaster. 

 
(5) Provide the State equivalent Business Recovery Services Configuration or 

greater. 
 

• The Business Recovery Services Configuration is shown in Exhibit B. 
 

• The State may request a change to the Business Recovery Services 
Configuration on one month’s written notice.  If IBM Global Services 
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agrees, IBM Global Services will confirm the change in a Change Order 
with applicable adjustments in charges based on the pricing model used 
in this Contract.  IBM Global Services will not unreasonably withhold IBM 
Global Services’ agreement.  The State may not request changes which 
cause the State’s BRS Configuration charge for the IBM machines (called 
the BRS Hot Site Charge) to decrease below the charge for the minimum 
available BRS Configuration. 

 
(6) Provide office space at the Hot Site Recovery Center for the State’s use. 

 
(7) Provide operational and technical service, and assistance sufficient to restore 

and operate all critical MAIN-FACS applications as defined by the Disaster 
Recovery Plan.  Critical applications are: 

 
• RSTARS Production 
• ADPICS Production 
• ChangeMan to support production 
• RMDS to support production forward 
• WebSRP Applications 
• FEDI Bank connection 
• InfoMan to support production 
• Web Development repository 
• Cloud9 

 
It is understood by IBM Global Services that the Disaster Recovery Plan will 
be defined with an objective to recover critical MAIN-FACS applications within 
72 hours of a declared Disaster. 

 
(8) Provide Recovery Services at another Recovery Center or IBM Global 

Services’ own internal information processing facility if the Primary Recovery 
Center IBM Global Services specifies is not available when a Disaster is 
declared. 
 

(9) Provide Cold Site Services if, after six weeks of operations in the IBM Global 
Services Recovery Site, the State continues to have a need for processing 
facilities for its MAIN-FACS applications because its normal processing 
facility is not yet available.  The Cold Site will be provided on a priority access 
over other BRS customers who subsequently request Cold Site Services.  
Access to the Cold Site can be provided prior to the end of the six (6) weeks 
of Hot Site usage.  IBM Global Services is responsible to install all equipment 
and make the site operational.  IBM Global Services is responsible to transfer 
and normalize the operation of MAIN-FACS applications at the Cold Site.  
Cold Site usage beyond six consecutive months is available. 

 
(10) Provide AT&T Accunet reserve T1 Line at the Secretary of State Building, 

Computing Services Data Center, Lansing, Michigan. 
 

(11) If the State is unable to successfully complete an annual test of its ability to 
operate the State’s critical MAIN-FACS applications on the BRS 
Configuration at the test site due to the failure of IBM Global Services or the 
test site to properly perform under the terms of this Contract, IBM Global 
Services will make the BRS Configuration available to the State at a 
Recovery Center, without additional charge, for the amount of test time 
needed to successfully test the operation of the MAIN-FACS applications.  
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(12) State may not use test time for purposes of performing Production.  

Scheduling of test time will be as IBM Global Services and the State mutually 
agree.  The State agrees that IBM Global Services may reschedule the State 
test time to serve another BRS customer who has declared a Disaster.  

 
(13) If the State requires additional test time beyond the test time specified in this 

Contract, IBM Global Services will provide such test time on an “as available” 
basis for a charge as delineated in this Contract.  

 
(14) IBM Global Services will provide the following BRS Support Team, including 

but not limited to all needed operations staff for the Hot Site and Cold Site 
Services: 

 
• Customer Coordinator 
• Systems Programmer 
• Network Specialist 
• Others as needed 

 
(15) The State will have up-to forty-eight (48) hours of test time per year.  IBM 

Global Services provides test time to allow the State to (i) test the MAIN-
FACS Disaster Recovery plan and procedures, and (ii) verify the operation of 
the State’s critical MAIN-FACS applications on the BRS Configuration.  IBM 
Global Services will make the BRS Configuration available to the State at a 
Recovery Center, without additional charge, for the amount of test time IBM 
Global Services specifies.  Test time is available in contiguous eight-hour 
blocks.   

 
b. State Responsibilities 

(1) Notify the Recovery Center through IBM Global Services at such time as the 
State declares a Disaster by contacting the IBM Global Services personnel 
specified, in the manner specified, in the Disaster Recovery Plan developed 
and maintained under this Contract. 

(2) Supply (through the IBM Global Services existing Contract or an alternate 
provider) all personnel and programs necessary for testing and Disaster 
Recovery. 

(3) Furnish supplies, materials, and storage media which are not included in the 
scope of BRS or the Contract. 

(4) Follow the procedures established by the Hot Site (Disaster) Recovery 
Center, including those for safety and security. 

(5) Use the IBM Global Services Recovery Center only during testing or 
immediately following Declaration of a Disaster. 

(6) Remove all State data and programs from the BRS Configuration after all 
periods of testing and of Business (Disaster) Recovery Services (provided 
through the IBM Global Services existing Contract). 

(7) Support a test at a minimum of once a year. 

(8)The State acknowledges its responsibility to declare a Disaster only when 
there is a reasonable expectation of an extended outage which will exceed 
48 hours. 

5.6.3 Disaster Planning And Testing Scope 
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The scope of the Disaster Planning and Testing services is to develop a Disaster Recovery Plan 
(hereinafter the “Plan”) for the MAIN-FACS applications to reflect the recovery requirements of 
the Business Recovery Services Recovery Site and to test and maintain the Plan. 

 
5.6.3.1 IBM Global Services Responsibilities  

a. Annually, on or before September 30th of each year, on a date mutually agreed 
by IBM Global Services and the State, conduct a kickoff meeting with the disaster 
recovery team. 
 

b. Work with team members to update the applicable sections of the Plan including 
but not necessarily limited to: 

 
• IBM Global Services call out list 
• Hardware configuration 
• Software configuration 
• Network configuration 
• Vendor requirements 
• Verify vital applications 

 
c. Contact alternate BRS site(s) for available test dates. 

 
d. Ensure the following procedures and others as needed are updated: 

 
• Operations 
• Network 
• Application Recovery 
• Help Desk 
• DR Teams 
• Emergency Contact Listing 
• Declaration Authorization 
• Vital Record Recall 
• Systems Support 
• DASD Management 
• Quick Reference Card 
• Roles and Responsibilities 
• Site Emergency Planning Guide 
• Disaster Recovery Plan for Site Facilities Services 

 
e. Meet with designated State representatives for Disaster Recovery Plan Update to 

verify and determine among other things: 
 
• Identify who from the State participates in the declaration of a Disaster. 
• Update the State call out list. 
• Verify offsite storage of tapes/procedures, if required. 
• Review vital application list. 
• Identify potential growth. 
• Identify point of contact. 
• Review and refine defined Roles and Responsibilities. 
• Define periodic status reviews. 
• Define periodic audits, if required. 
• Review and establish test dates for the State. 

 
f. Successfully Conduct an Annual Disaster Recovery Test. 

 
• Confirm test dates. 
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• Identify disaster recovery team. 
• Obtain management/participant commitment (formal letter). 
• Schedule offsite vital record audit. 
• Roll up audit results to management. 
• Conduct a simulation test. 
• Conduct conference call with Recovery Site. 
• Successfully use best efforts to conduct actual test at recovery site, including 

removing software and files from the Hot Site on behalf of the State at the 
conclusion of any tests. 

• Document and track findings to closure. 
 

g. Use best efforts to restore normal operations of the MAIN-FACS at a permanent 
site under the terms of the Contract within six (6) months of the declaration of a 
Disaster under this Contract. 

 
6.0 SERVICE LEVEL STANDARDS AND SERVICE LEVEL OBJECTIVES 

 
6.1 General 

This Section 6.0 and Exhibit G sets forth the quantitative service level Standards and Service Level 
Objectives applicable to IBM Global Services’ performance of the Processing Services.   

6.2 Reporting and Meetings 
6.2.1 Accompanying its monthly invoice specified by the Contract, IBM Global Services shall submit 

to the State a report, in a form approved by the State, assessing IBM Global Services’ 
performance during the previous month against the Standards and Service Level Objectives 
(the “Performance Attainment Report”).  IBM Global Services shall also be responsible for 
reporting problems that reasonably could be expected to have a material adverse effect on 
State operations within two (2) Business Days of IBM Global Services becoming aware of any 
such problem.  In addition, IBM Global Services shall provide other reports daily, weekly, 
monthly and/or annually as agreed to by the Parties.  Designated State representatives shall 
have access to the State’s Service Level Graphics (“SLG”). 

6.2.2 A formal management group will be set up between the Parties to monitor and manage the 
performance of the Processing Services with respect to the Standards and Service Level 
Objectives.  This group will meet on a regular basis to review the Performance Attainment 
Report. 

6.3 Responsibilities 
IBM Global Services shall promptly investigate and correct failures to meet Performance Standards and 
Service Level Objectives by:  (1) providing the State with daily performance reporting for the deficient 
Services; (2) initiating investigations of problems to identify root causes of failures; (3) making written 
recommendations to the State, including the actions proposed by IBM Global Services and the State, 
for improvement in procedures; and (4) executing and reporting on such corrective actions.  
Furthermore, IBM Global Services shall minimize recurrences of such failures for which it is 
responsible.  The State shall use reasonable efforts to correct and minimize the recurrence of problems 
for which the State is responsible and which prevent IBM Global Services from meeting the 
Performance Standards. 

6.4 Excusable Failure Affect On Standards 
Notwithstanding the foregoing, IBM Global Services shall not be obligated to pay any Service Credits to 
the State with respect to any failure to meet the Minimum Performance Standards to the extent that 
such failure is excused by an excusable failure under Section 4.23 of the Contract; provided, however, 
that IBM Global Services shall not be excused for an excusable failure to the extent that it is due to IBM 
Global Services’ failure to exercise due care in performing the Services, including without limitation IBM 
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Global Services’ obligation to provide proper preventive and remedial maintenance for the Hardware 
and Software. 

6.5 Future Changes 
In the event that any component of the MAIN Platforms is changed, augmented or replaced during the 
Term of the Contract such that (1) any of the existing Standards or Service Level Objectives become 
inapplicable or inappropriately stringent or lenient, or (2) new Standards or Service Level Objectives 
would be applicable or more appropriate, the Parties shall mutually assess the need to make changes 
to the Standards or Service Level Objectives and shall work together in good faith to agree upon 
adjustments to, replacement of, or augmentation of, the Standards or Service Level Objectives as 
appropriate.  The State may, upon the request of IBM Global Services, deem the first full calendar 
month in which a new Standard or Service Level Objectives takes effect to be a validation period with 
respect to such new Standard or Service Level Objectives.  Without limiting the generality of the 
foregoing, during the Term of the Contract, and in each September thereafter, the Parties shall perform 
an assessment of the Standards or Service Level Objectives as described herein. 

6.6 References to Time Periods 
Unless otherwise specified in a particular instance, all references (i) to time shall be local time in 
Lansing, and (ii) to months shall be to calendar months during the Term (including any portions 
thereof). 

6.7 Excusable Downtime Resolution Process 
6.7.1 Prior to, and apart from, submitting to the State, as part of the invoicing process described in 

Section 7.8 of the Contract, the Performance Attainment Report assessing IBM Global Services’ 
performance during the previous month against the Standards and Service Level Objectives, 
IBM Global Services shall review all interruptions in availability of the Environments within 
Scheduled Hours during such month and provide to the State an initial determination as to 
whether any or all of the downtime resulting from such interruptions should be deemed 
Excusable Downtime.  The State, taking into consideration IBM Global Services’ initial 
determination (and discussions with IBM Global Services regarding such determination), shall 
make a final determination as to the downtime, if any, that shall be deemed Excusable 
Downtime.  All final reports or set of reports assessing IBM Global Services’ performance 
against the Standards and Service Level Objectives (including without limitation the 
Performance Attainment Report) shall factor in the State’s determination of Excusable 
Downtime. 

6.7.2 The Parties shall make their determination as to whether downtime is Excusable Downtime 
based on mutually agreed upon guidelines which include, but are not limited to, those listed 
below. 

6.7.2.1 Downtime caused by a high volume of Expedited/Emergency Changes shall be 
deemed Excusable Downtime as follows.  If during any month IBM Global Services 
carries out greater than twenty-two (22) Expedited/Emergency Changes at the 
State’s request, any downtime caused as a result of such Expedited/Emergency 
Changes shall be deemed Excusable Downtime. 

6.7.2.2 Downtime requested by the State during Scheduled Hours that is not Scheduled 
Downtime (e.g., reducing scheduled hours of production) shall be deemed 
Excusable Downtime. 

6.7.2.3 Downtime caused by an error in the design or programming of Application Software 
for which the State or another of its contractors has maintenance responsibility (i.e., 
the FACS Application Software) shall be deemed Excusable Downtime. 
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6.7.2.4 Contiguous blocks of downtime may be allocated into Excusable Downtime and non-
Excusable Downtime with the agreement of the Parties.  This may occur when the 
State requires that IBM Global Services not restore the availability of an Environment 
(or Region thereof) that is down and the downtime is non-Excusable Downtime.  
Periods of time following the point where IBM Global Services believes in good faith 
that the availability of such Environment (or Region thereof) can be restored without 
adverse impact to the State, but during which IBM Global Services is prevented from 
restoring such availability by the State, shall be deemed Excusable Downtime if and 
to the extent the State does not respond in a timely fashion (under the 
circumstances) to approve the restoration of availability as soon as possible. 

6.7.3 Disputes regarding the State’s final Excusable Downtime determination shall be resolved in 
accordance with the dispute resolution procedures set forth in Section 4.22 of the Contract. 

6.7.4 Exhibit G states the environment availability and scheduled hours to be used for service level 
attainment purposes. 

 
7.0 PRICING 

 
7.1 General 
 This Section and its Exhibits set forth the general terms, prices, rates, invoicing, and payment for the 

Services.  In general, the pricing of the Services has been structured as follows: 
 

7.1.1 Processing Services are priced utilizing Rate Cards as described in Section 7.2 and Exhibits H1 
through H5. 

7.1.2 Application Development Services are priced utilizing an hourly rate structure as described in 
Section 7.3 and Exhibit H6. 

7.1.3 Business Recovery Services are priced utilizing the price tables as described in Section 7.4 and 
Exhibit H7. 

7.1.4 FEDI Network Support are priced utilizing a fixed monthly fee as described in Section 7.5 and 
Exhibit H8. 

7.1.5 Information Exchange (IE) Services are priced per the detailed Pricing Tables as described in 
Section 7.6 and Exhibit F. 

7.1.6 All Pricing, including Rate Cards, rate tables, and fixed prices are labeled using Calendar Years. 

7.1.7 All charges for Services to the State under this contract must be detailed in Exhibit F and Exhibit 
H.  All prices shown in Exhibit F and Exhibit H are considered valid as of the Effective Date, 
February 1, 2002. 

7.2 Processing Services 
Processing Services are priced utilizing the Rate Cards shown in Exhibits H1 through H5.  These Rate 
Cards are subject to the ECA adjustment, as detailed in Section 7.9, using the inflation sensitivity as 
noted in each Exhibit. 
 
7.2.1 Prime Shift Host CPU Utilization (measured in Prime Shift Application CPU Hours), Off-Prime 

Shift Host CPU Utilization (measured in Off-Prime Shift Application CPU Hours), DASD 
Utilization (measured in Application DASD Gigabytes), Tape Utilization (measured in Application 
Tape Mounts), and Web Host CPU Utilization (Measured in Application CPU Hours) -- are used 
to determine the charges payable by the State for the Processing Services.  The measures of 
utilization of these Key Resource Units are intended to be defined in such a way that the levels 



 

 68 

of utilization are within the control of the State’s end users, not IBM.  No other measure of 
resource utilization will be considered in determining the charges payable by the State for the 
Processing Services.  IBM’s charges for all other resources used in the provision of the 
Processing Services have been bundled into the Rate Cards for Prime Shift Host CPU 
Utilization, Off-Prime Shift Host CPU Utilization, DASD Utilization, Tape Utilization, and Web 
Host CPU Utilization. 

7.2.2 The CPU hour normalization methodology shall use a conversion factor ratio calculated by 
taking the SRM constant for the existing processor divided by the SRM constant for an IBM 
9021-340 processor, or another mutually agreeable conversion factor.  As of the Effective Date, 
the existing processor is an IBM 9672-R36 and the conversion factor agreed to by the Parties is 
4.400572.  In the event that a processor upgrade has been performed, and the new conversion 
factor ratio yields an apparent increase or decrease in the consumption of CPU resources when 
no change in workload has occurred, the Parties shall agree to review and revise the 
conversion factor as appropriate.  An example of a process that has been successfully used by 
the Parties to derive an agreeable conversion factor is contained in the example in Exhibit H10.   

7.2.3 Additional Telecommunications Lines – The costs for all of the telecommunications capacity 
required for IBM to provide the Processing Services in accordance with the terms and 
conditions of the Contract are included in the prices set forth in Exhibits H1 through H5. 

7.2.4 Prime Shift Application Hours 

7.2.4.1 For each Prime Shift CPU Application Hour used during each calendar month, the 
State shall pay the amount set forth in Table H1 (Prime Shift Application Hour Rate 
Card) associated with the total number of Prime Shift CPU Application Hours used, 
for such month for the applicable year.  The total CPU Application Hours will be 
rounded to the nearest 1/100 of a CPU Application Hour.  All CPU Application Hours 
shall be normalized to an IBM model 9021-340 CPU as provided for in Section 7.2 
above. 

7.2.4.2 Example Calculation -  If in October 2002, 150 Prime Shift Application Hours were 
used on a 9672-R36 host processor, this would be multiplied by 4.400572 yielding 
660.0858 normalized 9021-340 CPU Application Hours, which would be rounded to 
660.09, and billed at the rate of $311.96 per hour as detailed in Exhibit H1, yielding a 
total Prime Shift CPU Application Hour charge of $205,921.68 for that month. 

7.2.5 Off- Prime Application Hours 

7.2.5.1 For each Off- Prime CPU Application Hour used during each calendar month, the 
State shall pay the amount set forth in Table H2 (Off-Prime Application Hour Rate 
Card) associated with the total number of Off-Prime CPU Application Hours used, for 
such month for the applicable year.  The total CPU Application Hours will be rounded 
to the nearest 1/100 of a CPU Application Hour.  All CPU Application Hours shall be 
normalized to an IBM model 9021-340 CPU as provided for in Section 7.2 above. 

 
7.2.5.2 Example Calculation - If in October 2002, 275.35145 Off - Prime Shift Application 

Hours were used on a 9672-R36 host processor, this would be multiplied by 
4.400572 yielding 1211.70388 normalized 9021-340 CPU Application Hours, which 
would be rounded to 1211.70, and billed at the rate of  $138.75 per hour as detailed 
in Exhibit H2, yielding a total Off-Prime CPU Application Hour charge of $168,123.93 
for that month. 

 
7.2.6 Application DASD Gigabytes 
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7.2.6.1 Application DASD Gigabytes are charged based on the MVS peak number of 
Gigabytes of DASD allocated on SOMD and SOMP by or for the State’s application-
level work during the month, and measured using the DECOLLECT or other mutually 
agreed-upon facility. 

7.2.6.2 For each Application DASD Gigabyte used during each calendar month, as 
measured by the peak utilization described in 7.2.6.1 above, the State shall pay the 
amount set forth in the Exhibit H3 (DASD GB Month Rate Card) associated with the 
peak number of Application DASD Gigabytes, for such month for the applicable year.  
The peak Application DASD Gigabytes will be rounded to the nearest 1/1000 of a 
Gigabyte Month.  For purposes of this contract, 1 Gigabyte = 1,024x1,024x1,024 
bytes. 

7.2.6.3 Example Calculation -  If in August 2003, 640.382846 peak Application DASD 
Gigabytes were used by the State, this would be rounded to 640.383, and billed at 
the rate of $121.37 per Application DASD Gigabyte as detailed in Exhibit H3, yielding 
a total Application DASD Gigabyte charge of $77,723.28 for that month. 

7.2.7 Application Tape Mounts 

7.2.7.1 For each Application Tape Mount required during each calendar month, the State 
shall pay the amount set forth in Exhibit H4 (Application Tape Mount Rate Card) 
associated with the total number of Application Tape Mounts, for such month for the 
applicable year. 

7.2.7.2 Example Calculation -  If in June 2002, 4,822 Application Tape Mounts were used by 
the State, this would be billed at the rate of $2.75 per Application Tape Mount as 
detailed in Exhibit H4, yielding a total Application Tape Mount charge of $13,260.50 
for that month. 

7.2.8 Web CPU Application Hours 

7.2.8.1 Total Web Application CPU Hours are measured during any given month, with no 
consideration to Prime shift or Off-Prime shift differentials. 

7.2.8.2 Total Web CPU Application Hours are calculated by adding the CPU resource for all 
Test and Production web environment jobs.  As of the Effective Date, the web 
environment jobs are limited to WebSRT* and WebSRP* job designations, and 
WebSphere Application Server (WAS) address spaces which run solely on the 
SOMF LPAR.  Additional test and production web server job designations may be 
added in the future, on any LPAR, as the test and production web environments 
grow in size and utilize greater resources.  Web development jobs are excluded from 
the Web CPU Application Hours calculation.  As of the Effective Date, web 
development jobs are identified by WebSRD* designation, which run on the SOMD 
LPAR.  

7.2.8.3 For each Web CPU Application Hour used during each calendar month, the State 
shall pay the amount set forth in Table H5 (Web Application Hour Rate Card) 
associated with the total number of Web CPU Application Hours used, for such 
month for the applicable year.  The total CPU Application Hours will be rounded to 
the nearest whole CPU Application Hour.  All CPU Application Hours shall be 
normalized to an IBM model 9021-340 CPU as provided for in Section 7.2 above. 

7.2.8.4 Example Calculation -  If in October 2003, 20.45 Web Application Hours were used 
on a 9672-R36 host processor, this would be multiplied by 4.400572 yielding 89.991 
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normalized 9021-340 CPU Application Hours, which would be rounded to 90, and 
billed at the rate of  $371.40 per hour as detailed in Exhibit H5, yielding a total Web 
CPU Application Hour charge of $33,426.00 for that month. 

7.2.9 Consumption Forecasts 

7.2.9.1 Baseline Consumption Forecast - At least once per quarter, the State must forecast 
their projected baseline consumption of CPU, DASD, Tape and Web Resources for 
the 3 month period commencing 60 days after the date of the forecast.  This 
projection will show the forecast utilization levels for each Key Resource Unit, by 
month.  The Baseline Consumption Forecast by the State will be used to allow IBM 
to plan for the upcoming resource needs of the State.  Regardless of the baseline 
consumption which the State forecasts, IBM is responsible, using commercially 
reasonable means, for providing whatever level (quantity) of Key Resource Units that 
are actually required by the State. 

7.2.9.2 IBM Capacity Planning Assistance - In order to help facilitate the State’s 
Consumption Forecast, and in furtherance of IBM’s capacity planning responsibilities 
described in Section 5.0.8, IBM will conduct a capacity planning process each month 
(or each quarter, as agreed to by the State) with the participation and assistance of 
the State.  The objective of this process shall be to project the State’s requirements 
for Processing Services for a sufficient period to enable the State to make an 
informed Consumption Forecast. 

7.2.9.3 In the event that the State’s actual consumption of Key Resource Units exceed the 
State’s Consumption Forecast by 25% in a calendar month, IBM Global Services’ 
failure to meet the applicable Performance Standards shall be deemed an Excusable 
Failure.   

7.2.10 Rate Card Ranges 

7.2.10.1 If the Baseline Consumption Forecast for any Key Resource Unit during a month is 
outside any of the Rate Card ranges set forth in Exhibits H1 through H5 (each a 
“Range” and collectively the “Ranges”), the Parties agree to promptly develop 
additional Rate Card Ranges and associated prices using the same methodology 
and inputs used to create Exhibits H1 through H5.  The addition of these ranges may 
require updates to other contract elements including Performance Standards, Pricing 
Terms, and other non-Rate Card Related elements (i.e., a re-assessment of the 
current architecture in light of the new volume levels), as mutually agreed to by both 
Parties.  Any changes to the services which are mutually agreed to, will be 
incorporated into the Rate Cards as required, and will require a prompt update to 
Exhibit H. 

7.2.10.2 If the State is operating within the Rate Card Ranges, but is operating at, or near, the 
top or bottom range of any Rate Card, the Parties may mutually agree to add 
additional Ranges to that Rate Card, as appropriate.  Any additional Ranges will 
require a prompt update to Exhibit H. 

7.2.10.3 If the Baseline Consumption Forecast is within the Ranges set forth in Exhibits H1 
through H5, but actual consumption in a single month is outside of and below any 
such Range on the Rate Card, the State shall pay the product of the lowest 
consumption volume in the Range multiplied by the rate for such consumption (e.g., 
for Prime Shift CPU Application Hours, the State would pay 396 x $390.92 = 
$154,804.32 for any month in 2003 in which consumption is outside of and below the 
Prime Shift CPU Application Hour Ranges).  If the State determines that this “off 
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Rate Card” consumption is a permanent occurrence, the State may elect to forecast 
this consumption for the upcoming six (6) months, resulting in new Rate Card 
Ranges as outlined in Section 7.2.10.1 above. 

7.2.10.4 If the Baseline Consumption Forecast is within the Ranges set forth in Exhibits H1 
through H5, but actual consumption in a single month is outside of and above such 
Range, the State shall pay for actual usage at the least expensive rate set forth in 
the Range (e.g., in July 2002, for Off-Prime CPU Application Hours consumption, if 
the actual consumption was 1,610 hours, then the State would pay 1,610 x $129.20 
= $208,012.00).  If the State determines that this “off Rate Card” consumption is a 
permanent occurrence, the State may elect to forecast this consumption for the 
upcoming six (6) months, resulting in new Rate Card changes as outlined in Section 
7.2.10.1 above. 

7.2.10.5 If the Baseline Consumption Forecast is within the Ranges set forth in Exhibits H1 
through H5, but actual consumption for three (3) consecutive months is outside of 
the Ranges, and the Parties have not yet developed or requested new Ranges be 
created, the Parties agree to promptly develop additional Rate Card Ranges and 
associated prices using the same methodology and inputs used to create Exhibits 
H1 through H5.  These additional Rate Card Ranges may require updates to other 
Performance Standards, Pricing Terms, and other non-Rate Card Related elements 
(i.e., a re-assessment of the current architecture in light of the new volume levels), 
as mutually agreed to by both Parties.  Any additional Ranges will require a prompt 
update to Exhibit H. 

7.3 Application Development Services 
7.3.1 The charges for Application Development Services are in two (2) categories:  (1) Core 

Support Resources and (2) Additional Resources.  The charges for these Services are set 
forth in Exhibit H6.  The prices are subject to the ECA adjustment, as detailed in Section 7.9, 
using the inflation sensitivity factor as noted in Exhibit H6. 

7.3.2 Each of the Core Support Resources are charged, as utilized, on an hourly basis.  The State 
agrees to an annual minimum commitment charge identified in Exhibit H6-1 as the “Price – Total 
Core Resources,” for the list of Core Support Resources defined in Exhibit H6-1. 

7.3.3 Each of the Additional Resources are charged, as utilized, on an hourly basis at the hourly rates 
set forth in Exhibit H6-4 – Additional Resources.  Changes to the additional resources will be 
billed utilizing the rates in Exhibit H6-4, Pricing Table for Additional Resources. 

7.4 Business Recovery Services 
7.4.1 The charges for all Business Recovery Services including Hot and Cold Site Services; disaster 

planning and testing; and Lansing Accunet Service are charged utilizing a monthly fee set forth 
in Exhibit H7.  The prices are subject to the ECA adjustment, as detailed in Section 7.9, using 
the inflation sensitivity factor as noted in Exhibit H7. 

7.4.2 The State may not request changes which cause the State’s BRS Configuration charge for the 
IBM machines (called the BRS Hot Site Charge) to decrease below the charge for the minimum 
available BRS Configuration. 

7.4.3 IBM Global Services shall charge the State $30,000 for each Declared Disaster. 

7.4.4 During a Disaster, Hot Site application DASD, CPU and Tape Usage charges will be billed using 
the then applicable Contract rates, which would have prevailed under the Contract had a 
disaster not occurred and been declared under this order. 
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7.4.5 If a Disaster is Declared, or during regularly scheduled testing time, the State will not be 
charged for the cost of travel for IBM Global Services personnel or its subcontractors to the 
recovery site. 

7.4.6 IBM Global Services may increase rates and monthly charges for this BRS Service on three (3) 
months written notice, based on the percentage increase in its list prices applicable to all 
customers and subject to the Most Favored Customer provisions of the Contract.  An increase 
applies on the first day of the invoice period on or after the effective date IBM Global Services 
specifies in the notice. 

7.5 FEDI Network Operations 
7.5.1 FEDI Network Operations are charged utilizing a fixed monthly fee as set forth in Exhibit H8.  

The prices are subject to the ECA adjustment, as detailed in Section 7.9, using the inflation 
sensitivity factor as noted in Exhibit H8. 

7.5.2 No travel is anticipated or estimated for providing FEDI Network Operations.  However, should 
the need arise, any travel expenses associated with providing these Services shall be billed to 
the State according to published State guidelines and limitations for same. 

7.5.3 Termination charges for terminating FEDI Network Operations are calculated on a calendar year 
basis and require forty-five (45) days notice to terminate the FEDI Network Operations.  
Termination charges will not be prorated to the month that termination occurs.  Applicable 
termination charges are set forth in Exhibit H8. 

7.6 Information Exchange Services (IE) 
7.6.1 General - The charges for all IE services are shown in separate unit price tables within Exhibit 

F.  The existence of a price, or a price table, within Exhibit F does not obligate the State to 
purchase any IE Services. 

7.6.2 In the event the State elects to purchase any IE services, the pricing shall be at the then current 
commercial IBM IE services rates available in the market place. 

7.7 Updates to Exhibit H 
7.7.1 Updates - As mutually agreed to by the Parties, individual Exhibits within Exhibit H may be 

added, removed, updated, or replaced to properly reflect any ongoing changes to the services 
provided to the State.  These individual price changes may be due to a Change Order, a 
Benchmark, an additional service, or a removed service no longer required.  The Parties must 
mutually agree to, and accept, the updated Exhibit validating the prices for the remainder of that 
year. 

7.7.2 Annual Update – Exhibit H will be updated in its entirety on February 1st  of each year to properly 
reflect any annual changes to the pricing which include, but are not limited to, the following: 

a. ECA adjustments (as outlined in 7.9) 
b. Annual Labor rate adjustments 
c. Incorporation of any Change Orders as appropriate 
d. Incorporation of any new Services and associated Pricing Exhibits as appropriate 
e. New or updated Rate Card Ranges 

7.7.3 Acceptance – The Parties must mutually agree to, and accept, the annual Update to Exhibit H, 
making the updated prices valid for the upcoming year. 

7.8 Invoicing and Payment 
7.8.1 Introduction 
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This Section contains general terms applicable to invoicing and payment for the Services.  
Exhibit H and Exhibit F contain specific information about the charges payable to IBM Global 
Services for performing the Services. 

 
7.8.2 Invoicing and Payment 

7.8.2.1 IBM Global Services shall invoice the State for each Key Resource Unit for the 
Processing Services monthly in arrears (i.e., during the month following the month in 
which such Processing Services are provided).  Each IBM Global Services invoice for 
Processing Services shall contain or be accompanied by a report in a form and with a 
content approved by the State (a “Payment Deliverable”), showing the number of units of 
Processing Services provided by IBM Global Services during the month, the unit 
charges or credits, as the case may be, any applicable Service Credits and the resulting 
net increase or reduction, as applicable, to the Monthly Charges.   

7.8.2.2 IBM Global Services shall invoice the State for FEDI Network Support, Information 
Exchange (IE) Services, and Application Development Services monthly in arrears (i.e., 
during the month following the month in which such Services are provided).  Each IBM 
Global Services invoice for such Services shall contain or be accompanied by a report in 
a form and with a content approved by the State (a “Payment Deliverable”), showing the 
units of Services by Service provided by IBM Global Services during the month and the 
unit charges or credits. 

7.8.2.3 IBM Global Services shall invoice the State for Business Recovery Services monthly in 
advance (i.e., during the month preceding the month in which such Services are 
provided).  Each IBM Global Services invoice for such Services shall contain or be 
accompanied by a report in a form and with a content approved by the State (a 
“Payment Deliverable”), showing the units of Services by Service provided by IBM 
Global Services during the month and the unit charges or credits. 

7.8.2.4 Properly submitted invoices are due and payable by the State, in accordance with 
Michigan law, within forty-five (45) days after receipt, provided the State determines that 
the Payment Deliverables and associated Service Deliverables covered by the invoice 
have been properly completed and accepted by the State.  The making of payment for 
such invoices does not constitute a waiver by the State of any right or claim it may 
otherwise have for latent defects in any Service Deliverables or the Services that were 
not reasonably discoverable at the time of payment. 

7.8.3 Out-of-Pocket Expenses 

IBM Global Services acknowledges that the out-of-pocket expenses that IBM Global Services 
expects to incur in performing the Services (such as, but not limited to, travel and lodging, 
document reproduction and shipping, and long distance telephone) are included in IBM Global 
Services’ charges and rates set forth in this Contract.  Accordingly, IBM Global Services’ 
out-of-pocket expenses are not separately reimbursable by the State unless, on a case-by-case 
basis for unusual expenses, such as IBM Global Services travel specifically requested by the 
State, the State has agreed in advance and in writing to reimburse IBM Global Services for such 
an expense.  Such reimbursement are limited as provided by State travel regulations and 
guidelines. 

7.8.4 Billing Format 

Invoices must be submitted by IBM Global Services in the form specified by the State.  The 
invoice will show details as to charges by service component and location at a level of detail 
specified by the State, which level of detail shall be as reasonably necessary to satisfy the 
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State’s accounting and chargeback requirements.  At the State’s option, and in addition to, and 
not in lieu of, printed invoices, IBM Global Services may be required by the State to render 
invoices via electronic media (e.g., computer tapes, disks or diskettes). 

7.8.5 Proration 

Any periodic charges under this Contract are to be computed on a calendar month basis, and 
will be prorated for any partial month. 

7.8.6 Set-Off 

With respect to any amount to be paid to the State by IBM Global Services pursuant to this 
Contract, the State may, at its option, set-off that amount as a credit against the charges 
payable to IBM Global Services. 

7.8.7 Disputed Charges 

The State will pay when due, in accordance with State law, all undisputed charges properly 
invoiced in accordance with the Contract, but may withhold payment of any particular charges 
that the State disputes in good faith.  The State will notify IBM Global Services in writing of any 
disputed charges for which the State is withholding payment. 

7.8.8 Final Payment 

The making and acceptance of final payment by the State to IBM Global Services does not 
constitute a waiver by the State of any rights or other claims as to IBM Global Services’ 
continuing obligations under the Contract, nor will it constitute a waiver of any claims by the 
State against IBM Global Services, arising from unsettled claims or failure by IBM Global 
Services to comply with this Contract, including, but not limited to, claims for Services and 
Deliverables not reasonably known until after acceptance to be defective or substandard.  The 
making and acceptance of final payment by the State to IBM Global Services will constitute a 
waiver of all claims by IBM Global Services against the State, other than those claims previously 
filed in writing on a timely basis and still unsettled. 

7.8.9 Services Covered 

For all Services, functions and items provided or to be provided by IBM Global Services (and its 
subcontractors, if any) under this Contract, the State shall not be obligated to pay any amounts 
in addition to the charges payable to IBM Global Services under this Contract. 

7.9 Economic Change Adjustment 
7.9.1 IBM will calculate and apply an adjustment to the charges based upon economic changes (an 

Economic Change Adjustment or ECA) as described below beginning on February 1, 2003.  
The ECA will be payable on a prospective basis (e.g., the actual inflation for December 1999 will 
determine the ECA for the year 2000) on the Pricing payable by the State.  The ECA will be 
determined as soon as practicable after the end of each calendar year using the formula below 
(the ECA Factor). 

7.9.2 IBM will annually update the rates, as appropriate, in Exhibit H for the ECA, if any, on 
February 1 each year starting in 2003. 

7.9.3 The State and IBM agree to use the December unadjusted Consumer Price Index, as published 
in the Summary Data from the Consumer Price Index News Release by the Bureau of Labor 
Statistics, U.S. Department of Labor, For All Urban Consumers (CPI-U), for purposes of 
determining actual inflation.  In the event the Bureau of Labor Statistics stops publishing the 
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CPI-U or substantially changes its content and format, the State and IBM will substitute another 
comparable index published at least annually by a mutually agreeable source.  If the Bureau of 
Labor Statistics merely redefines the base year for the CPI-U from 1982-84 to another year, the 
State and IBM will continue to use the CPI-U, but will convert the Base Year Index to the new 
base year by using an appropriate conversion formula. 

7.9.4 Actual Inflation 

IBM will calculate the ECA by comparing the change in the year-to-year CPI-U with the CPI-U 
for December before the Contract Modification Extension  Date (the Base Year Index).  For 
each calendar year of the Term, the actual CPI-U for December before the year for which the 
ECA is being calculated (Actual Inflation) will be compared to the Base Year Index in Exhibit C-1 
(e.g., the December 2000 CPI-U will be used to determine the ECA for the year 2001).  If Actual 
Inflation is equal to or less than the Base Year Index, then no ECA is due.  If, however, Actual 
Inflation is greater than the Base Year Index, then IBM will apply the ECA to the Pricing due IBM 
for the year for which IBM is calculating the ECA. 
 

7.9.5 Inflation Sensitivity 

A percentage has been established that reflects the inflationary impact on IBM’s delivery of the 
Services (Inflation Sensitivity).  The Inflation Sensitivity factors are noted in Exhibit H. 
 

7.9.6 ECA Factor 

The ECA is equal to the ECA Factor times the sum of the Pricing due IBM for each month of the 
calendar year succeeding the calendar year during which Actual Inflation is greater than the 
Base Year Index.  Calculate the ECA Factor as follows: 
 

ECA Factor  
ECA Factor =  [{(Actual Inflation – Base Year Index) / Base 

Year Index} x Inflation Sensitivity] 
Actual Inflation  = The CPI-U for the December before the calendar 

year for which the ECA is being calculated.  
Base Year Index = The CPI-U for the December before the Contract 

Modification Extension Date. 
Inflation 
Sensitivity 

= The portion of the charges that are inflation 
sensitive. 

 
7.9.7 ECA Calculation 

The example below calculates the ECA based on the following assumptions: 
an Effective Date in 1999; 

• a Base Year Index of the CPI-U for December 1998; 
• ECA calculation begins in January 2000; 
• Inflation Sensitivity of 80 percent; and the following Actual Inflation 
 
ECA Calculation Example 
Actual Inflation Examples 
Base Year Index  
1998 = 163.90  

1999 2000 2001 2002 2003 

Actual Inflation 168.00   174.35 177.85  185.00  190 
 
According to this example, there will be an ECA for calendar years 2000 through 2003 
because the Actual Inflation for the year preceding each year is greater than the Base 
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Year Index.  To determine the ECA monies due, using this example, in addition to the 
other charges for February 2001, assume the monthly prorated portion of the price for 
February is $1,000,000, then the calculation is as follows: 

 
ECA Calculation Example 
ECA = Price x ECA Factor 
ECA = {$1,000,000 x (174.35 - 163.90) / 163.90} x 

0.80 
ECA = $1,000,000 x {(10.45 / 163.90) x 0.80} 
ECA = $1,000,000 x (0.0637583 x 0.80) 
ECA = $1,000,000 x 0.0510 
ECA = $51,000.00 

 
In the example above, the appropriate ECA is 5.1%.  This ECA factor is what would be used to 
generate the appropriate rates in Exhibit H. 

7.10 S
7.10.1 IBM Global Services shall pay the State Service Credits in the event IBM Global Services fails 

to meet the Minimum Performance Standards set forth in Section 6.0 and Exhibit G.  For each 
month during the Term of the Contract, IBM Global Services will provide the State with reports 
of its actual performance in relation to the Minimum Performance Standards as provided in 
Exhibit G above.  IBM Global Services and the State will then determine whether IBM Global 
Services’ performance of the applicable Processing Services met the Performance Standards or 
Minimum Performance Standards in each such month. 

7.10.2 The aggregate amount of Service Credits for which IBM Global Services shall be liable during 
any month, regardless of the number of Minimum Performance Standards IBM Global Services 
fails to meet in such month, will be 10% of the Monthly Amount. 

7.10.3 Each type of Service for which a Minimum Performance Standard is specified shall initially be 
assigned a weighting factor by the State to reflect the relative importance to the State of that 
Service with respect to the other Processing Services.  The sum of all the weighting factors will 
equal 1.00.  The weighting factors are set forth in Exhibit G.  Upon advance written notice of at 
least seven (7) days (but in no event more than once per calendar quarter), the State may 
adjust the weighting factors to reflect reasonable changes in the State’s priorities.  Adjustments 
to the weighting factors, if any, shall be effective as of the first day of the month immediately 
following the month in which such adjustments were made. 

7.10.4 IBM Global Services shall not be obligated to pay a Service Credit in respect of each Minimum 
Performance Standard for the first month in each fiscal year (October - September) of the Term 
in which IBM Global Services’ performance fails to meet such Minimum Performance Standard.  
IBM Global Services’ failure to meet any Minimum Performance Standard in any subsequent 
month in the same fiscal year of the Term shall result in a Service Credit to the State in an 
amount equal to the weighting factor for that category multiplied by ten percent (10%) of the 
Monthly Amount.  For example, if the Monthly Amount is $1,000,000 and IBM Global Services 
has failed in two months of the same fiscal year to meet the Minimum Performance Standard for 
a category with a weighting factor of 0.20, the applicable Service Credit shall be:  0.20 x 0.10 x 
$1,000,000 = $20,000 for the second such month in which IBM Global Services fails to meet the 
Minimum Performance Standard.  (No Service Credit would be payable in respect of IBM Global 
Services’ failure to meet the Minimum Performance Standard for the first month in such fiscal 
year). 

7.10.5 IBM Global Services shall apply the total of the Service Credits due the State hereunder in 
respect of any month as a credit to reduce the amount payable by the State for amounts 
invoiced to the State by IBM Global Services under the Contract. 
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7.11 Service Incentives 
7.11.1 The State shall pay IBM Global Services Service Incentives as provided in this Section 7.11 in 

the event IBM Global Services meets or exceeds the Incentive Performance Standards 
specified in Exhibit G in a month.  The aggregate amount of Service Incentives paid to IBM 
Global Services in any twelve month period is limited to the cumulative amount of Service 
Credits actually recovered by the State from IBM Global Services and which are eligible to be 
included in the calculation of Redeemable Service Credits.  Following the delivery of IBM 
Global Services’ performance report under Section 6.7.1 for a month, IBM Global Services 
and the State shall determine whether IBM Global Services’ performance of the Processing 
Services met or exceeded any Incentive Performance Standards in such month. 

7.11.2 Meeting or exceeding an Incentive Performance Standard in a month shall entitle IBM Global 
Services to a Service Incentive equal to the Redeemable Service Credits, if any, for that 
Service category multiplied by one-third (1/3).  For example, if the Redeemable Service 
Credits for a particular Service for a month equal $10,000.00 and IBM Global Services meets 
or exceeds the Incentive Performance Standard for such Service during that month, the 
applicable Service Incentive shall be:  $10,000/3 = $3,333.33. 

7.11.3 Any Service Credits to which the State is entitled with respect to a month shall be offset 
against any Service Incentives due to IBM Global Services, and any net balance owed to IBM 
Global Services shall be invoiced to the State. 

 
FOR CONTRACTOR:  FOR THE STATE: 

William T. Ruddock  Kathryn Jones 
IBM Project Executive 
IBM Global Services 

 Director of the 
Office of Acquisition Services 

Date:  Date: 
 
 
 

  

  Douglas M. Johnson 
  Michigan Administrative 

Information Services (MAIN) 
  Date: 
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EXHIBIT A1 
 

RESPONSIBILITY MATRIX 
PROCESSING SERVICES 

 
(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Production Control   
System Console Operations X  
Manage IBM Machine resources X  
Assure platform product availability X  
Mount Tapes X  
Move D/R tapes to off-site storage X  
Ship tapes from Boulder to State for IRS X  
Second level support and support of software for printing at State local printers X  

Custom Forms inventory N/A N/A 
Forms Inventory and Control N/A N/A 
Custom order/inventory control N/A N/A 
Custom requirement/definition N/A N/A 
Update the scheduler database as requested by the State to reflect scheduling 
changes/modifications to the Production Environment 

X  

Implement, execute and maintain overall processing schedules: 
 
� Run production jobs in accordance with the processing schedules 
� Monitor processing for adherence to processing schedules 
� Complete processing within mutually agreed-upon time periods 
� Respond to new processing requests and requirements 

X  

Complete scheduled batch processing jobs in accordance with the 
scheduled processing specifications (e.g.  times, dependencies, etc.), and: 
 
 Identify problem areas with the State’s assistance 
 Provide reports with details of Critical Batch Jobs and Online Availability 

statistics 
 Maintain Critical Batch Job list with input from State 

P S 

Assimilate new Application Software and batch jobs into the Production 
Environment in accordance with processing schedules provided by State, and 
according to mutually agreed upon implementation requirements 

P S 

Establish and document standards for production jobs (e.g.  JCL standards) P S 
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Production Control   
Resolve Abends in accordance with State policies  X  
Execute reruns as requested by the State and perform job restarts in accordance 
with requirements provided by the State 

X  

Provide notification of missed Critical Batch Job schedule deadlines  X  
Record system and hardware problems X  
   
Application Monitoring and Problem Management   
Define and maintain Process Document X  
Manage application problems S P 
Provide and utilize a Software tool that opens and tracks through resolution 
reported Problems related to Data Center Services 

X  

Open a Problem record and enter problem information into the problem 
management tool, including the following information: 
 
� Problem description 
� Problem severity based on impact 
� Outage details (if applicable) 
� Problem reporter 
� Date and time of report/update 
� Date and time Problem is closed 
� Cause of Problem 
� Actions taken to correct Problem 

J J 

Perform Problem tracking and monitoring P S 
Maintain the State pager notification process and data J J 
Application Recovery Management   
  - Platform Recovery X  
  - Software Recovery P S 
Application Contingency Planning & Testing S P 
Modification of customer data in accord with approved change record S P 
Document applications operating procedures S P 
Report balancing  X 
  - Discrepancies resolution  X 
Preparation of run parameter input  X 
   
Systems Installations and Operations   
Coordinate and schedule new releases and maintenance of the operating systems 
System Software 

X  
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
CLIENT 

   
Systems Installations and Operations   
Perform de-installation of designated System Software in response to State 
business requirements 

X  

Monitor availability of  System Software fixes and implement such fixes as 
appropriate 

X  

  - Acceptance testing  P S 
  - Verification process  P S 
  - Actual installation X   
  - JCL standards and procedures analysis P S 
  - Production requirements J J 
     
Change Management   
Provide, maintain, and utilize a Software tool to manage and track Changes.   P S 

Identify and provide Change requirements for IBM and State Change requests: 
 
� Description of Change 
� Install instructions 
� Back out / recovery plan 
� Effective date of Change 

J J 

  - Define and maintain process document P S 
  - Provide change requirements for application installs and upgrades  X 
  - Provide change requirements for Systems Software  X  
  - Conduct change control meeting P S 
  - Promote changes to production P S 
  - Report on change success X  
  - Prepare and make available Change management reports X  
   
Production Job Documentation   
Set-up  S P 
Dependencies  S P 
Initiation X  
Recovery  S P 
Development and Maintenance of Tape Library System X  
Maintenance of Automated Scheduler System X  
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Hardware Planning and Installation   
Technology changes design and review  P S 
Hardware facilities requirements X  
  - Monitor hardware capacity utilization P S 
  - Monitor SLAs J J 
   
Capacity Management   
Define and maintain process documents  J J 
Define application plans and requirements  S P 
Maintain sufficient resource capacity as necessary to provide the Data Center 
Services including CPU, DASD and TAPE resources 

X  

Perform ongoing performance tuning to optimize Hardware/environment P S 
Perform capacity planning on a quarterly (or more often, if needed) basis to 
accommodate future capacity requirements, utilizing future projections provided 
by the State 

P S 

Make recommendations to the State as applicable  X  
Perform configuration changes to optimize existing Hardware/environment X  

Define on a quarterly (or more often, if needed) basis changes in capacity 
requirements for State Application Software 

  X 

Evaluate and assess capacity requirements, changes, and/or requests that may 
impact capacity (e.g.  new Application Software) 
 
� Analyze requests to determine action needed to provide sufficient capacity to 

meet State Requirements 
 
 Obtain the State’s approval on action(s) needed resulting from 

analysis of requests 
 

X  

Track State capacity utilization and provide monthly reports X  
   
Performance Management   
Define State service level requirements  X 
Document and monitor service level agreements P S 
Utilize tools to achieve real time performance monitoring X  
Measure and analyze performance P S 
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Performance Management   
Perform load balancing, performance tuning, and configuration adjustments P S 

Implement improvement programs X  
Where reasonably requested by the State, IBM will provide performance 
management assistance/support for State Application Software 

S P 

Collect relevant performance and availability data for tuning, problem trend 
analysis, and availability reporting including: 
 
� as requested by the State for specified measurement intervals/selected CICS 

regions/designated CICS transactions, a CICS Internal Transaction Response 
Time report 

� Monthly CPU usage of State batch jobs 
� Monthly CPU usage of CICS regions 
� Monthly DASD Usage 
� Monthly Tape Mounts 

X  

Job accounting statistics X  

Document operations procedures X  
   
Operation Analysis   
State Proprietary Software installation   
 -- Acceptance testing S P 
 -- Verification process S P 
 -- Actual installation X   
System security subsystems (i.e., CICS, TSO, RACF)     
 -- Administration X   
 -- Execution X  
Automated report distribution     
 -- Technology selection J J 
 -- Analysis of hard copy reports for conversion to soft copy  X 
 -- Business Software changes, if required   X 
 -- Set-up J J 
 -- Operation X  
Write standards and procedures   
 -- Define input  X 
 -- Promote to production X  
 -- Approval rights  X 
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Operation Analysis   
   
JCL, standards and procedures analysis J J 
Automated run documentation   
 -- Set-up X  
 -- Dependencies X  
 -- Initiation X  
 -- Recovery X  
Maintenance of tape library system X  
Maintenance of automated scheduler system X  
    
Technical Services (MVS, OMVS, CICS)   
   
MVS and OMVS   
Technical guidance regarding products/systems selection X 
System control program installation & maintenance X  
System monitoring X 
Performance tuning    
 -- Systems Software X  
 -- State Software  J J 
Troubleshooting/problem resolution X  
State information systems support personnel technical assistance X 
Back-up/recovery procedures (System and Application Software)  X  
Back-up/recovery procedures (State Software) S P 
New technology/product research    
 -- Technology input and review J J 
 -- Technology selection    J J 
 -- Technology implementation   X   
CICS    
Install, configure, maintain, and upgrade CICS System Software subject to the 
Software Currency provisions hereof. 

X  

Install, configure, maintain, and upgrade non-IBM CICS vendor products and 
tools subject to the Software Currency provisions hereof. 

X  

Upgrade State CICS test regions X  
Monitor production regions.   X  
Tune CICS subsystem and associated program products P S 
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
CICS   
   
Tune Application Software  S P 
Provide performance statistics reporting tools to allow the State to tune State 
Application Software  

X   

Perform CICS system level problem resolution  X   
Perform Application Software level problem resolution    X 
Maintain contingency backups for CICS System Software and associated 
program products  

X  

Maintain contingency backups for Application Software  J J 
Technical guidance regarding products/systems selection X  
Troubleshooting/problem resolution X   
    
DB2 and Database Support   
Technical guidance regarding products/systems selection X  
Provide database management support Services that include: 
 
� Performing data modeling 
� Creating logical database design 
� Creating physical database design 
� Providing physical database review / support 

 
 
 
 
 

X 

 
 

X 
X 
X 
 

Create new databases P S 
Create database objects P S 
DBMS (Data Base Management System) maintenance  X  
Physical data base design X  
Physical data base review/support X   
User access (views, copy members)  X 
Security (DBMS) X   
DBMS performance management  X   
DBMS performance utilization tracking X   
Training/application development  X 
Involvement with State Software installation J J 
Data base troubleshooting/problem resolution X  
Perform DB2 capacity planning for Application Software  J J 
Perform DB2 capacity planning for DB2 subsystem X  
Provide DB2 backup and recovery support X  
Provide Application Software database backup and recovery P S 
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Description 

 
IBM 

 
State 

   
DB2 and Database Support   
Support changes to new and/or existing DB2 subsystems and databases P S 
Maintain and administer a recovery plan for DB2 subsystem and associated 
products that enable DB2 subsystem recovery  

X   

Restore DB2 subsystem and associated products during a contingency test or a 
Disaster  

X  

Install, configure, maintain, and upgrade DB2 System Software and associated 
program products upon State approval  

X  

Install and apply DB2 fixes as requested by the State X  
Identify and resolve DB2 and DB2 subsystem problems and/or related database 
problems 

X  

Provide ongoing DB2 subsystem performance management X  
  

Failure Recovery   
Data Center Machines failure  X  
Data Center Machines upgrade  X  
Systems Software and Application Software failure X  
State Software failure  X 
   
Physical Security   
Provide physical security controls at IBM Facilities X  
Restrict access to the IBM Facilities to authorized personnel X  
Protect Hardware at IBM Facilities from unauthorized access X  
Provide physical security controls at State Facilities  X 
Restrict access to the State Facilities to authorized personnel  X 
Protect Hardware at State Facilities from unauthorized access  X 
   
Information Security   
Implement commercially reasonable security safeguards  to protect the integrity, 
and to prevent unauthorized access to, the State systems, Application Software, 
systems files and State Data within the Data Center Services environment 

X  

Identify and implement protection requirements for the IBM operating 
environment and resources (e.g.  unauthorized access, malicious updates)  

X  
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Description 

 
IBM 

 
State 

   
Information Security   
Review and grant State-specified group access as requested and authorized X  

Perform a periodic review of IBM personnel with system-level authorities and 
IBM personnel with group-level authorities and remove authorities that are no 
longer necessary 

X  

Provide State Information Security manager a list of IBM personnel who have 
access to State information resources on a semi-annual basis 

X  

Delete inactive logon Ids of IBM and State personnel/users after six months of 
non-use of such Ids 

S P 

Administer IBM personnel user IDs in areas related to the environments for 
which IBM is responsible: 
 
� Assign and reset IBM personnel passwords 
� Create IBM personnel user Ids 

X  

Grant security access authority for specified State IT Personnel, as requested by 
the State 

P S 

Authorize and manage system IDs for State personnel    X 
Monitor users of the Processing Environment for attempted unauthorized access.  
IBM and the State will monitor, review and respond to access violations and will 
log security alerts and notification activity in accordance with procedures and 
timeframes set forth in the Operations Procedure Manual 

J J 

Provide verification of strict compliance with all reasonable State security 
policies and procedures, provided such security information is provided to IBM 
by State. 

X  

Provide awareness and training to State Personnel on State security policies and 
practices. 

 X 

Documenting State security policies and practices  X 
Disseminating State security policies and practices  X 
Provide IBM assistance with training of IBM Personnel with respect to State 
security policies and practices, if requested. 

 X 

Enforce State security policies and practices within the State community. S P 
Investigate and act on security violations reported to the State by IBM.  X 
Responsibility for State Application Software security.  X 
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Description 

 
IBM 

 
State 

   
Information Security   
Perform ongoing security reviews of IBM resources and operational/service 
delivery groups to verify that appropriate security procedures are in place, 
including: 
 
 Review, test and evaluate products that are being introduced into the current 

State environment, to verify that such products are set up to prevent  
compromise of IBM or State data, access, security resources or information 

 Review, test, evaluate and implement/install security Software products at 
the request of the State 

X  

   
DI, EDI and FEDI Responsibilities   
Provide, maintain, and upgrade all required DI software (per the software 
currency provision) to ensure full functionality of the DI product 

X  

Provide the Hardware and connectivity for the FEDI Connection X  
Provide the Hardware and connectivity for EDI X  
Provide mailboxing capabilities and enable connectivity with Trading Partners 
through the use of Information Exchange.  Set up mailboxes as requested by the 
State 

P S 

Perform administrative functions for Information Exchange (e.g. set up and 
maintain alias tables, trading partner tables, and user profiles). 

 X 

Provide DI support Services for corrections or modifications necessary to 
maintain the DI Product 

P S 

Provide DI access to authorized State personnel X  
Provide sufficient instances of the DI software that allow separate DI operations: 
DI Development, DI Test, and DI Production on separate LPARS if necessary. 

X  

Perform version control migrations of DI components (e.g. trading partner 
transactions (maps), application data formats, validation/translation tables etc.) 
into Test and Production. 

P S 

Perform job scheduling for DI Services according to schedules created and 
provided by the State 

X  
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EXHIBIT A2 
 

RESPONSIBILITY MATRIX 
WEB SERVER ENVIRONMENT 

 
 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
General Web Responsibilities   
Provide, house, maintain, and support the mainframe Web environment, 
and host State Content on appropriate mainframe LPARs 

X  

Provide 24x7x365 availability and operations support for Mainframe 
Web environments (excluding maintenance windows) 

X  

Participate in the implementation of WEB based Solutions J J 
Support Project/New Application Consulting related to Web Services X  
Perform Systems Engineering (Web Products) X  
Participate in Web Applications product evaluation and selection J J 
Manage IBM Machine Resources related to Web Environments X  
   
Web Specific Monitoring and Problem Management   
Implement and Perform System Management (application and web 
capability monitoring) including: 

X  

  - Failure Monitoring   
  - Performance Monitoring and appropriate Tuning of Web products   
  - Web Site availability and response time Monitoring via "probes"   
Track all Web related problems within the Problem Management Tool J J 
Provide problem management and resolution for operating system and 
Web product software  

X  

Track and report production problems associated with Web 
environments, Resolve conflicts, prioritizing problem resolution or 
service restoration 

J J 

Provide technical support to State applications development staff 
(whether State employees or contractors) 

X  
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 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
System Administration and Management for Web LPARS   
Web Server Administration for all virtual servers (currently WEBSRD, 
WEBSRT, and WEBSRP) 

X  

Develop, test, and implement system programs and scripts, as required X  
Evaluate and test new or enhanced web monitoring tools and products P S 
Maintain Web product software configurations in accordance with 
security standards 

X  

Maintain an inventory of installed Web software products as part of the 
Systems Software List 

X  

Submit all Web software product upgrades and maintenance schedules to 
the State for review via the change control process 

X  

Promote approved changes from Development to Test, as well as from 
Test to Production, per the change management process 

X  

Perform and support Software maintenance and upgrades X  
Install, upgrade, configure, and support third-party Web product software X  
Test third-party Web product software and coordinate testing with the 
State 

P S 

Evaluate and install third-party Web product software patches X  
Test third-party Web product software patches X  
Monitor performance of system and third-party Web product software X  
   
Web Environment Software   
Upgrade operating system software on the Web LPARS per the software 
currency provision (i.e., OS/390), unless these upgrades would cause 
compatibility issues within the web environment 

X  

Install and operational support for all third party Web software as 
described on the Web Software List 

X  

Provide DB2 support, including Installation and support necessary DB2 
subsystems 

X  

Provide USS (Unix systems services support), EPP (End-to-End-Platform 
Probe), SMS, Netview Support, and Tivoli Storage Manager. 

X   
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 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Web Environment Software   
Upgrade, maintain, and install patches on middleware (i.e., WebSphere 
Application Server), as defined in the Web Software List per the software 
currency provision. 

X  

   
Backup/Restore for Web LPARS   
Backups of System Code and System Configuration Data according to the 
Disaster Recovery (DR) Plan 

X  

Backups sent off site according the DR Plan X  
Full Weekly Backups in sync with other MAIN FACS full volume 
backups 

X  

File and Full restores per MAIN FACS Disaster Recovery Plan X  
   
Network Responsibilities for Web Services   
Provide and administer IP address management and DNS naming for all 
necessary WebServers or Web Content 

S P 

Monitor Web Complex network devices N/A N/A 
Provide required data communications between the mainframe Web 
LPARS to all other required mainframe systems and databases 
(equivalent of backend connectivity)  

X  

Resolve Network Problems J J 
Monitor physical and logical connections to State Network X  
Estimate and provide necessary bandwidth for Internet Connections 
(front end) 

 X 

Provide change control support X  
Provide remote access support and design X  
Procure, install and maintain required Web Network equipment at IBM 
Sites 

X  

Procure, install and maintain required Web Network equipment at the 
State Sites 

 X 

Provide network availability reports J J 
Coordinate with end user for problem resolution S P 
Escalate problems as required J J 
   
Web Security Administration   
Deploy and manage the State’s security standards for Web product 
software configuration 

S P 

Control  user access to Web product software  X  
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 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Web Security Administration   
Responsibilities for creating User IDs, Password resets, authorizations J J 

Install, maintain appropriate Firewall technologies and administration as 
required to meet the Security Policies set forth by the State for all Web 
enabled LPARS 

X  

Manage user and system permissions to Web product software X  
Provide recommendations for corrective actions resulting from actual or 
suspected security violations 

J J 

Assist in developing and implementing security policies and procedures J J 
Participate/provide support in internal and/or external audits P S 
Provide physical security for devices X  
Architect firewalls and deploy access policies P S 
Install, utilize and manage intrusion detection devices and Software N/A N/A 
Monitor commercial products in use on State LPARS for published 
security vulnerabilities 

P S 

Assist the State with security certificate responsibilities P S 
   
Performance Measurement and Capacity Planning   
Analyze and report resource trends within web environment X  
Forecast  the State’s capacity requirements  S P 
Monitor and validate the capacity forecast vs. actual usage P S 
Adjust Web systems, as appropriate, to ensure efficient usage of system 
resources 

X  

Produce monthly and historical performance and usage reports for key 
system resources, products, and performance compared to service level 
agreements 

X  

   
Engineering and Architectural Services for WEB Environment   
Perform system design related to additional LPARS, additional 
WebServers, or other additional services, as may be requested by the 
State from time to time 

X  

Develop test plan for new Services X  
Develop test plan for application changes S P 
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 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Engineering and Architectural Services for WEB Environment   
Test all State Web application maintenance and development projects, 
including unit, stress, regression, functional, and integration testing 

S P 

Provide Web product software interconnectivity testing and network 
connectivity/communication testing 

X  

Technology Integration of new and existing services X  
Determine compatibility impact and risk P S 
Ensure compatibility of application changes with installed Web product 
software 

S P 

Ensure compatibility of new service elements, system software changes, 
or web software upgrades with installed  Web product software 
environment 

P S 

Track and resolve incompatibility issues J J 
Execute, monitor, and create processes and procedures for Web product 
software integration testing 

P S 

Provide expertise, training, benefits/risks, and advisory services to the 
State on new Web product software and technologies 

X  

   
Web Application Content Management and Logical Database 
Support 

  

Ensure all change management tools can adequately track content 
changes to the State Web Environments 

X  

Track content changes via change management process J J 
Installation, Maintenance, support, and all management of Web Content P S 
Promote content changes to Production per the change management 
process 

P S 
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EXHIBIT A3 
 

RESPONSIBILITY MATRIX 
BUSINESS RECOVERY SERVICES 

 
  

(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 

Description 
 

IBM 
 

State 

   

Business Recovery Services   

Define, Maintain, and Provide copies of the State’s (MAIN FACS) 
Disaster Recovery Plan. 

X  

Review and Update Disaster Recovery Plan annually (or more often, if 
needed), including a review of recovery Configurations to ensure there is 
adequate capacity to meet the requirements of the State in the event of a 
Disaster. 

P S 

Update recovery Configuration(s) at the Disaster Recovery Center as 
required by the Disaster Recovery Plan 

X  

Maintain and provide resources sufficient to enable Business Recovery 
Services adequate to recover the critical elements of the MAIN-FACS 
applications during a declared disaster 

X  

Provide Hot Site Recovery Services X  
Provide Cold Site Recovery Services if, after 6 weeks of operations in the 
Hot Site Recovery Center, normal operations are not restored. 

X  

Backup:   
Perform daily and weekly backup of all System Software, Configurations, 
and other Critical Software. 

X  

Schedule backup jobs for backup of Application Software data and State 
production libraries  

X  

Execute backup requests for Application Software data as received from 
the State 

X  

Execute off-site media storage procedures for archival and recovery 
purposes, utilizing an authorized off-site third-party vendors, for all 
backup media, including: 

X  

 - Log and track media both on and off site   
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 

 
Description 

 
IBM 

 
State 

   

Backup:   

   
  - Perform required rotation of media   
 - Pay all fees and costs associated with off-site media storage   
Disaster Recovery Testing:   
Create and maintain a plan for conducting an annual Disaster Recovery 
Test for the State MAIN FACS System. 

P S 

Conduct an annual Disaster Recovery Test that will adequately 
demonstrate IBM's ability to recover the Data Center Services and critical 
MAIN FACS Applications, and the transfer of operations to a Recovery 
Center 

P S 

Supply personnel and programs necessary for the maintenance of the 
Disaster Recovery Plan and the annual testing of the Business Recovery 
Services 

P S 

Conduct pre-test meetings with State MAIN FACS Personnel and 
Management 

P S 

Provide a Disaster Recovery test platform (including CPU, DASD, Tape, 
and other resources) sufficient to execute the DR Test Plan and test the 
recovery of Configurations, Critical Software, and related Application 
Software data 

X  

During a scheduled test :   
Test Scheduling X  
Obtain participant Commitment P S 
Schedule offsite vital record audit X  
Rollup audit results to management X  
Conduct testing by performing test recovery of designated configurations 
and critical software as defined in the Disaster Recovery Test Plan 

X   

Test and verify environment integrity and functionality J J 
Communicate with recovery site as required before, during, and after 
completion of testing to adequately conduct and document testing 

P S 

Remove software and files from the Recovery Site at the conclusion of 
tests 

X  

(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 

Description 
 

IBM 
 

State 
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Disaster Recovery Testing:   

Document and track findings to closure, and provide post test results to 
the State 

P S 

Provide a Final Report on the annual DR Test to the State X  
Provide comments regarding results of test to IBM  X 
Create and execute an action plan addressing any problems identified in 
the execution of the DR Test Plan, and provide the State a copy of such 
plan  

P S 

In the event of a Disaster:   
Take immediate action to prepare the Recovery Center for use and provide the 
resources necessary for recovery of the Configurations and Critical Software; 
utilizing capacity which is equivalent to the current State configuration or better. 

X  

Provide immediate notice of any Disaster which has occurred, which may occur, 
or of events which may lead to a Disaster, via verbal contact with one or more of 
the State's designated representatives, so that the parties may determine when 
and whether to declare a Disaster and may do so expeditiously to receive 
priority Business Recovery Services. 

X  

Provide access to the Hot Site Recovery Center as soon as two (2) hours, but no 
longer than twenty-four (24) hours, after Declaration of a disaster. 

X  

Provide operational and technical service and assistance sufficient to restore and 
operate all critical MAIN-FACS applications as defined within the Disaster 
Recovery Plan. 

P S 

Provide office space at Hot Site Recovery Center for operations. X  
Provide reserve T1 Line that connects to the State Network. X  
Reroute the affected data communications circuits to the Recovery Center X  
Provide all other network connectivity to the Recovery Center, as specified in 
the configuration specifications. 

X  

Deliver to the Recovery Center all off-site backup media necessary to perform 
Disaster Recovery 

X  

Deliver to the Recovery Center off-site backup media necessary to allow the 
State to recover Application Software data within the objective of seventy-two 
(72) hours of a declared disaster. 

X  
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 

 
Description 

 
IBM 

 
State 

   

In the event of a Disaster:   
Operate the Critical Software on the Configuration at the Recovery Center;  X  
Furnish all supplies and storage media which are included in the scope of BRS 
or the contract;  

X   

Furnish all supplies and storage media which are NOT included in the scope of 
BRS or the contract; 

 X 

Pay all costs associated with off-site backup media, including transportation to 
and from the storage facility and the Recovery Center;  

X  

Pay all travel and living expenses incurred by IBM personnel in the performance 
of IBM’s Disaster Recovery responsibilities; 

X  

Pay all travel and living expenses incurred by State personnel in the 
performance of IBM’s Disaster Recovery responsibilities; 

 X 

Assist SOM in Application Software data recovery  X  
Remove all State data and programs from the Configuration after utilizing 
the Business Recovery Services 

X   
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EXHIBIT B 
 

BUSINESS RECOVERY SERVICES CONFIGURATION 
 

Qty Product Model Description 
1 9672 R26 Parallel Enterprise Server 

2688 9672 STOR MBS 9672 Server Main Storage – 1st 9672 
Available on G5 or older 9672 processors 

 1408 9672 EXP MBS 9672 Server Expanded Storage – 1st 9672 
Available on G5 or older 9672 processors 

2 9393 T82C RAMAC Virtual Array 
   2048MB EFF. CACHE; 420GB EFF. CAPACITY; 

SNAPSHOT ENABLEMENT 
   When emulating devices on the RVA the usable capacity 
   will vary depending on the number and type of devices 
   being emulated. 

1 3490 X40 Tape Cartridge Unit E-Series 
   Includes:  1-3490/A20 Control Unit per 4-3490/X40 
   Each unit of X40 contains (4) 36-Track drives 

16 3590LS B11 Magstar Tape Drive 
   Includes:  1-3590-A50 Control Unit per 4 3590LS B11 
   Each 3590LS-B11 Contains One Drive 

Quantities over 56 may be supported by 3590-A00 
controller 

1 3287 001 Printer 
1 3174 11L Local Terminal Control Unit 
   Includes 6MB Storage 
   1-2.4MB Diskette Drive 
   1-FC 1056 20MB Hard Drive 
   1-FC 5010 Config Support ‘B’ 
   TMA’s supporting 32 Coax Attached Devices 
  Note: - Box for Local SNA or Non-SNA use.  If Both Are 
   Required, Separate 11L’s Must Be Selected. 
   - 3174/TR 21L Selectable for Async Emulation Dial In or 
   Use As An SNA/Token Ring Gateway 

18 3194 H10 Operator Console 
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Qty Product Model Description 

1 PCWS-800 BASE P3-800 Desktop With Wkspace 
   Item: PC Desktop With Workspace, Phone, Chair, LAN 
   Connectivity (token ring/ethernet), & Power For Office 
   Equipment 
   Includes:  ISA/PCI Architecture 
     Pentium III 80Mhz Processor 
     128MB Memory, 100 Mhz Bus 
     20.4 GB IDE Hard Drive 
     48 X CD-ROM 
     17” Color Monitor, Keyboard and Mouse 
     Serial and Parallel Port 
     Ethernet and Token Ring Adapter Included 
   Note:  This equipment cannot be selected for temporary 

transfer. 
   LAN connectivity includes infrastructure for  
   10Mb ethernet and 16/4 token ring support only. 
    

1 BCRS/T1 MDNS BRS for MDNS (ATT GNS) T1 
   Note:  This Provides T1 Access to ATT Managed Data 

Network 
   Services.  By acceptance of this line entry Customer 

agrees to  
   Allow BCRS to act as customer’s agent to Subscribe To 

The  
   BRS for MDNS (Recovery) Service With ATT Global 
   Network Services. 
   This BRS/MDNS Solution uses shared resources available
   To customers at all BRS locations. 
   - This Entry/Charge Is For complete BRS for MDNS 

recovery 
   - See the BRS for MDNS service description for more 
   Information. 

1 LINE T1 ATT ABM/RBO T1 Access 
   Includes:  1 installed T1 CSU and/or DSU per line 
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Qty Product Model Description 

40 LINE 000 Analog Dial Line 
1 CIRTR 7513 Cisco 11-Slot 7513 Router 
   Includes: Rack Mounted Chassis With Power Supply 
   1 Route Switch Processor-4 
   Dual Extended BUS (Cybus) 
   128MB DRAM (Main Memory) 
   16MB Flash EPROM (In Addition to 8MB Flash via RSP)
   128KB NVRAM 
   Battery Backup and Calendar Clock 
   IOS Enterprise Software and WAN Packet Protocols 
   Console and Auxiliary Ports 
   ASCII Configuration Terminal 

1 CIRTR FC CIPD CIP2 w/dual ESCON Interface 
   Includes: 
   MEM-CIP-64M (64MB CIP Memory) 
   FR-CIP-TCPOFF Offload Feature 

1 CIRTRFC EIP6 6-Port Ethernet I/F Card 
1 CIRTR FC SIP8 8-port Fast Serial Card 
1 CI2513 000 Cisco T/Ring-Ethernet Router 
   Includes:  Cisco 2513 Multiprotocol Router w/Power 

Supply 
   Cisco IOS Enterprise Feature Set 11.0.1 
   Single Ethernet Port 
   Single Token Ring Port 
   Dual Serial Port Card 
    

1 RMEXCDAP DBU DAP Multirate 1Port 14.4 IDBU 
   Includes:  EXDAPV35C2D Single Port 1.2-64KB Point to
   Point DAP, Contains 14.4/V.32BIS Dial Restoral 
    

1 3480 RCS B22 Cartridge Tape Drive 
   Includes:  1-3480/A22 Control Unit 

1 4245 RCS 020 Line Printer – 2000LPM 
1 3174 RCS 11L Local Terminal Control Unit 
8 3279 RCS XXG  Display 
2 3472 RCS HC1 Info-Window Display Console 
1 4224 RCS 2E2 Terminal Printer W/Buffer 
   Test Time Allowance is 48 hours per year. 

1 NOKIP330 BB235
0 

Nokia IP330 Managed Firewall 

  
 

 Includes:  256 MB RAM 

   Dual Port Ethernet Card 
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EXHIBIT C 
 

SOFTWARE LIST 
 

Systems and Application Software 
 
Current system and application software configuration and associated responsibilities. 
 
Responsibilities 
S = State of Michigan MAIN 
I = IBM Global Services 

 
 Responsibilities 

Product Description 
Product 
Number Version Vendor License 

Fees 
Maintenance 

Fees Installation Support 

CICS ISV PRODUCTS          

 XPEDITER/CICS V00-0355 7.3 Compuware  I* I I I 

CICS ABEND-AID/FX V94-1504 4.3 Compuware  I* I I I 
CICS/RACF Toolkit (formerly 
known as Palace Guard)  

 
 

Consul Risk 
Management S S I I 

CICS SYSTEM PRODUCTS          

CICS/TS 5655-147 1.3 IBM I I I I 

DB2 ISV PRODUCTS          

 BMCDSN V08-8253 2.2 BMC I I I I 

 Catalog Manager V00-0443 6.2 BMC I** I I I 

 Change Manager V35-8057 6.2 BMC I** I I I 

 DASD Manager Plus V36-3289 6.1 BMC I** I I I 

 Unload Plus V00-0450 6.2 BMC I** I I I 

 Copy Plus V00-0444 6.2 BMC I** I I I 
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 Responsibilities 

Product Description 
Product 
Number Version Vendor License 

Fees 
Maintenance 

Fees Installation Support 

 Recover Plus V00-0457 3.4 BMC I** I I I 

 FILE AID DB2 V00-0341 4.5 Compuware I* I I I 

DB2 SYSTEM PRODUCTS         

 IBM DB2PM 5645-DB2 7.1 IBM I I I I 

 QMF/MVS 5646-DB2 7.1 IBM I I I I 

 DATABASE 2 5645-DB2 7.1 IBM I I I I 

MVS ISV PRODUCTS          

FILE AID MVS V00-0344 8.8 Compuware I* I I I 

XPEDITER/CICS V00-0355 7.3 Compuware I* I I I 

XPEDITER/TSO (BASE) V00-0359 7.7 Compuware I* I I I 

ProSMS V737-502 3.7 B&B I* I I I 

AUTOSYS/ZEKE MVS V14-3051 4.5 PLTNUM I I I I 

ZARA V32-0599 1.3 PLTNUM I I I I 

DRS V53-1054 1.3 LRS I* I I I 

Omegamon II DB2 V76-0016 4.0 Candle I I I I 

Omegamon II MVS V80-8490 4.0 Candle I I I I 

Omegamon II CICS V80-8491 4.0 Candle I I I I 
FOCUS (Basic Reporting System) - 
State supplied V86-8362 

1.7 
INFOBLD S S I I 

 ZEBB V88-1260 2.4 PLTNUM I I I I 

OASIS/DMS MVS V88-1263 2.1 PLTNUM I I I I 

VPS V90-0228 7.0 LRS I* I I I 

VPS/TCPIP Feature 7.0 LRS I* I I I 

CHANGE MAN/MVS (BASE) V94-1170 4.1 OPTIMA I I I I 

ABEND-AID/FX V94-1504 4.3 Compuware I I I I 

FOCUS AUDIT – State supplied V94-1900 7.0 INFOBLD S S I I 
DataBase Integrity Plus Un-categorized 1.3 BMC I I I I 
PK ZIP – MVS   5.0 ASI S S I I 



 

 102 

 Responsibilities 

Product Description 
Product 
Number Version Vendor License 

Fees 
Maintenance 

Fees Installation Support 

MVS SYSTEM PRODUCTS         

OS/390 Base 5647-A01 2.1 IBM I I I I 

RMDS 5648-048 2.3 IBM I I I I 

SDSF 5647-A01 2.1 IBM I I I I 

OS PL/I V2R3 Compiler Library 5668-909 2.3 IBM I I I I 
C/370 Library V2R1 5688-188 2.2 IBM I I I I 

COBOL FOR OS/390 & VM 5648-A25 2.1 IBM I I I I 

Compiler for REXX/370 1.3.0 5695-013 1.3 IBM I I I I 

Library for REXX/370 V1R3M0 5695-014 1.3 IBM I I I I 

GDDM 5647-A01 2.10 IBM I I I I 

HIGHLEVEL ASSEMBLER 5647-A01 2.10 IBM I I I I 

REXX/SQL I/F MVS/ESA 5764-074 1.1 IBM I I I I 

SYSTEM SOFTWARE          

Visualage Cobol for OS/390 5648-mle 1.1 IBM I I I I 

DCF 5748-xx9 1.4 IBM I I I I 

DLF 5748-xxe 1.3 IBM I I I I 

IXFP 5648-a17 2.1 IBM I I I I 

Integrated Catalog Recovery 5798-dxq 1.1 IBM I I I I 

JAVA for OS/390 5655-a46 1.3 IBM I I I I 

JES2  5647-A01 2.1 IBM I I I I 

Network Performance Monitor 5655-043 2.5 IBM I I I I 
Tivoli NetView Performance 
Monitor 5655-043 

2.5 
Tivoli I I I I 

CRYPTO 128 5740-xy5 1.1 IBM I I I I 

NetView System Automation 5645-005 1.3 IBM I I I I 

DataInterchange 5655-b30 3.1 IBM I I I I 

Tivoli Service Desk 5648-142 1.2 Tivoli I I I I 
Tivoli Storage Management UNIX 
Client 5659-tsm 

4.1 
Tivoli I I I I 
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 Responsibilities 

Product Description 
Product 
Number Version Vendor License 

Fees 
Maintenance 

Fees Installation Support 

Tivoli Storage Management MVS 
Server 5697-tso 

4.1 
Tivoli I I I I 

Dump Analysis Product 
AbendAid 
MVS 

9.3 
Compuware I I I I 

ABEND-AID for DB2 AbendAid  Compuware I* I I I 

OS/390 5647-A01 2.10 IBM I I I I 

Tivoli Storage Manager 5697-TS9 4.1 Tivoli I I I I 

OTHER SOFTWARE          

Cloud 9 5697-G57 2.0 IBM I I I I 

         
IBM RAMAC SNAPSHOT FOR 
MVS/ESA 120 5648-A12 

1.2 IBM 
I I I I 

IBM EXTENDED FACILITIES 
PRODUCT JES2 210 5648-A17 

2.1 IBM 
I I I I 

TME 10 NETVIEW 5697-B82 1.3 Tivoli I I I I 
WEBSPHERE APPLICATION 
SERVER FOR OS/390 302 5655-A98 

4.1  
I* I I I 

CICS TRANSACTION 
GATEWAY N/A 

4.0  
I I I I 

VISUALAGE JAVA 
PROFESSIONAL INTEL USER 
SW MAINT RNWL  

EDS 
#E1JILL 

  

S S S S 
VISUALAGE JAVA 
PROFESSIONAL INTEL USER 
SW MAINT RNWL 

EDS 
#EIAJZLL 

  

S S S S 
WEBSPHERE STUDIO 
PROFESSIONAL USER SW 
MAINT RNWL 

EDS 
#E1APLLL 

  

S S S S 
 
*Version upgrades may require a change order if the upgrade cost exceeds $5K.  Unless otherwise agreed, the State portion of the upgrade would be the 
software upgrade cost less $5K. 
**During the Term of this Contract, the Parties will evaluate IBM products having equal or greater functionality to replace the BMC products listed herein. 
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EXHIBIT D 
 

SUBCONTRACTORS 
 
The State has approved the following Approved Subcontractors for use by IBM Global Services in 
performing the Services.  The Approved Subcontractors and a synopsis of their approved areas of 
responsibilities are as follows: 
 
GC Services Limited Partnership (“GC Services”):  GC Services will be responsible for provisioning 
and operating the MIDB, HRMN and DCDS Facility.  GC Services will provide the computer operators 
to staff the facilities. 
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EXHIBIT E 
 

KEY PERSONNEL LIST 
 
 
 

The following personnel are designated as Key Personnel: 

 William Ruddock  Project Executive 
 Greg Gischel   Processing Manager 
 Horace Bryce  Data Base Administrator 
 MariAn Wiley  Code Promotion Manager 
 Michael Junk  Application Maintenance Manager 
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EXHIBIT F 
 

INFORMATION EXCHANGE (IE) SERVICES 
 
IBM Interchange Services for e-business Service Description 
 
IBM will give you 12 (twelve) months’ written notice if we withdraw a service. 
 
CONTENTS 
 
1.0 IBM Interchange Services 
 1.1  Information Exchange  
 1.2  Information Exchange (Global Customers) 
 1.3  Information Exchange EDI Feature (withdrawn from marketing) 
 1.4  Web data transfer 
 1.5  Forms exchange 
 1.6  In-network translation 
 1.7  Internet Data and Document Exchange 
 
2.0 IBM MQSeries Services 
 2.1  Queue Manager Definition 
 2.2  Sending and Receiving 
 2.3  Distribution Facility 
 2.4  Message Exchange with IBM Interchange Services 
 2.5  Message Exchange with IBM EDI VAN Interconnect 
 
This Service Description applies to Services provided in the United States. In addition to the charges described 
in this Service Description, you will incur charges for other IBM you use including charges which are described 
in the Support Services Service Description and Schedule of Charges. 
 
1.0 IBM Interchange Services 
 
1.1 Information Exchange 

Information Exchange provides mailbox and associated facilities for storing and retrieving messages 
containing unformatted or formatted data, including Electronic Data Interchange (EDI) formats.  
Information Exchange Users can send messages and receive messages from users of mail exchange, 
users of IBM MQSeries Services and users of X.400 Services.  Information Exchange Users can also 
send messages and receive messages from other components of IBM Interchange Services, such as 
Web data transfer or forms exchange.  The access to Information Exchange through SNA remote 
access is described in this Service Description and its associated Schedule of Charges.  Other remote 
access and leased line access is described in the Managed Data Network Services Service Description 
and Schedule of Charges. 
 
Information Exchange charges are applied to each Information Exchange message as it is sent to the 
mailbox and as it is received from the mailbox.  You have the ability to specify on a user by user basis 
whether you will pay the send charges, receive charges or both in exchanging messages under 
Information Exchange.  Before message exchange can take place, both parties must agree on the 
payment relationship.  When messages are exchanged with another component of IBM Interchange 
services, such as Web data transfer or forms exchange, the Information Exchange sender must pay 
send charges and the Information Exchange receiver must pay receive charges. 
 
If the message is sent to a trading partner on mail exchange or X.400 Services, then the Information 
Exchange user must pay the total charge.  There are no Information Exchange receive charges for 
receiving messages sent from X.400 Services or from mail exchange. 
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If the message is sent to or received from a trading partner on IBM MQSeries Services,  you have the 
ability to specify on a user by user basis whether you will pay the send charges, receive charges or 
both in exchanging messages. Files sent to trading partners using IBM MQSeries 
Services must not exceed 100,000,000 characters.  
 
The maximum Information Exchange message size is 280,000,000 characters. 
Information Exchange charges that are based on prime time and non-prime time rates are determined 
by the time stamp in the sent or received Information Exchange message.  Non-prime time charges 
apply between 8 p.m. and 8 a.m. Eastern time, Monday through Friday, on weekends,  
and on IBM specified national holidays. 

 
1.1.1 Sending or Receiving Messages 

When you send a message to an Information Exchange mailbox, a message charge and a 
character charge are incurred.  When you receive a message from an Information Exchange 
mailbox, a message charge and a character charge are incurred.  When you use SNA remote 
access to send or receive a message Information Exchange Dial Services charges are incurred 
 
Information Exchange provides the ability to send a message to a list of users.  When you send 
a message to a list of users, we calculate a proportional send charge for each receiver on the 
list and round the charge up to the next cent.  In this instance the total send charges may 
exceed the published rates due to rounding during the calculation of charges.  We also charge a 
receive charge for each recipient on the list. 
 
We charge for all messages sent to a mailbox, regardless of whether or not they are received by 
the addressee.  There are no Information Exchange charges for requesting messages when the 
mailbox is empty or for retransmitting messages during restart or recovery of Information 
Exchange sessions.  The Information Exchange Message charge applies to every message.  
The Information Exchange Character charge is based upon the number of characters in the 
message.  Information Exchange message headers are not included in the character count.  
The number of characters in the message is rounded up to the next 0.1 thousand characters 
and then multiplied by the rate per thousand characters.  The result is rounded up to the next 
cent. 

 
1.1.2 EDI VAN Interconnect 

 Customers may exchange EDI data with users on other networks that are interconnected with the IBM 
Global Network through EDI VAN Interconnect.  You incur an Information Exchange Interconnect 
charge instead of the Information Exchange Character charge for messages you send to or receive 
from EDI VAN Interconnect.  The Information Exchange Interconnect charge is based upon the number 
of characters in the message.  Information Exchange message headers are not included in the 
character count.  The number of characters in the message is rounded up to the next 0.1 thousand 
characters and then multiplied by the rate per thousand characters.  The result is rounded up to the 
next cent.  An Information Exchange message charge is also incurred for messages you send to or 
receive from EDI VAN Interconnect.  Availability of an EDI VAN Interconnect to a particular network is 
dependent upon the owner of that network, not IBM.   Interconnections are subject to change without 
prior notice. 

 
1.1.3 Information Exchange Dial Services 
If you access Information Exchange through SNA remote access, the following charges apply instead 
of the remote access connect time charges and associated surcharges specified in the Managed Data 
Network Services Service Description and Schedule of Charges: 
 

• Information Exchange local dial access character charge; and 
• Information Exchange "800" number dial access character surcharge, if applicable; or 
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• Information Exchange secondary node access character surcharge, if applicable. 
 
We will provide you with phone numbers upon request. 
 
Selected SNA remote access protocols may, at IBM's sole discretion, be provided through legacy, 
previously supported, gateways and phone numbers.  Users of legacy gateways and/or legacy phone 
numbers will incur the Information Exchange local dial access character charge and the legacy 
gateway dial access character surcharge.  IBM will provide a list of such legacy gateways and phone 
numbers and planned effective dates upon request. 

 
Information Exchange Dial Services charges and surcharges are based upon the number of 
characters in the message.  Information Exchange message headers are not included in the character 
count.  The number of characters in the message is rounded up to the next 0.1 thousand characters 
and then multiplied by the rate per thousand characters.  The result is rounded up to the next cent. 
 
1.1.4 Traveling User Support 
Traveling User Support allows users to access Information Exchange while traveling abroad to 
selected countries where IBM has a relationship established with an IBM affiliate or other service 
providers.  Traveling User Support is intended to allow users to access Information Exchange on an 
occasional basis when traveling abroad.  Customers needing access from an international location for 
an extended period (for example, longer than a month) or for more than three total months in a year 
must obtain an additional account ID and user ID from the local IBM affiliate or other service provider. 

 
A pass through surcharge will be incurred for all traveling-user access to Information Exchange.  
Traveling users who access Information Exchange through a remote access connection will not be 
charged the standard Information Exchange dial character charge.  Other standard charges for use of 
Information Exchange will apply. 

 
1.1.5 Event Notification 

 Information Exchange provides the ability for you to define message arrival events, scheduled events 
and user initiated events.  Event notifications will be generated based on the event definitions and the 
event profile of the intended receiver of the event notification.  You set up event profiles and define 
events using Information Exchange Administration Services.  An event profile defines the 
characteristics of a dial-out or call-out user to Information Exchange.  Users attached via an 
asynchronous dial connection to Information Exchange will receive a dial-out notification.  TCP/IP 
Internetworking and Multiprotocol Solutions and SNA LU 6.2 protocol leased line connected users will 
receive a call-out notification.  You are charged a dial-out or call-out execute charge for each event 
notification processed by Information Exchange on your behalf, even if a notification could not be 
completed due to a problem at your system or workstation.  For example, remote access users will be 
charged if the dial-out notification cannot be completed with the requested number of retries due to a 
busy, ring-no-answer, or invalid number.  For message arrival events, you are not charged if the 
message which met the notification criteria is received from the mailbox before Information Exchange 
can process the notification. 

 
1.1.6 Archiving 

A message archive facility is available which allows users to store messages from 1 to 365 
days.  The archive storage charge is computed by multiplying the number of characters in each 
message by the number of days the message is archived.  The product is divided by 1000, 
rounded up to the next whole number if not already a whole number, and multiplied by the rate 
per thousand characters.  The result is rounded up to the next cent.  The archive storage 
charge is invoiced to the owner of the archived data. 
 
Users may retrieve messages from the archive into their mailbox.  The user receiving the 
message from the mailbox will incur the applicable Information Exchange receive charges. 
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1.1.7 Libraries 
Users may store data in a non-searchable Information Exchange library.  A storage charge is 
applied in 1,000 character minimum increments based upon the maximum amount of storage 
used per day.  The result is rounded up to the next cent.  This is in addition to the appropriate 
Information Exchange send charges for sending the data to the library. 
 
Users may also store data in a searchable Information Exchange library.  Each data entry in the 
library is called a member and may be a message or a file.  A storage charge is applied in 1,000 
character minimum increments based upon the maximum amount of storage used per day for 
all entries in the library.  The result is rounded up to the next cent.  This is in addition to the 
applicable Information Exchange send charges for sending the data to the library.  Each time 
users add or replace a member in the searchable library, index entries are automatically 
created.  Users incur an Information Exchange index build charge for the library members users 
add or replace in the searchable library.  The Information Exchange index build charge is based 
upon the number of characters in the library member.  The number of characters in the library 
member is rounded up to the next 0.1 thousand characters and then multiplied by the rate per 
thousand characters.  The result is rounded up to the next cent. 
 
IBM owns the Information Exchange libraries named CUSTBULS and EXPEDITE.  Library 
CUSTBULS contains information on the Information Exchange Service and the Expedite 
licensed programs such as IBM Customer Bulletins and Technical Bulletins.  Library EXPEDITE 
contains Expedite licensed programs and their manuals.  There are no Information Exchange 
charges for viewing through IE/SERV or receiving information from the IBM CUSTBULS or 
EXPEDITE libraries. 
 
Users may view or retrieve data from Information Exchange Libraries.  When you view or 
receive data from an Information Exchange Library, except CUSTBULS and EXPEDITE, a 
message charge and a character charge are incurred.  For viewing data, the Information 
Exchange Character charge is based upon the number of characters viewed.  For retrieving 
data, the Information Exchange Character charge and Information Exchange dial charge (and 
surcharge if applicable) are based upon the number of characters in the message.  When you 
use SNA remote access to receive the data for any library except CUSTBULS and EXPEDITE, 
Information Exchange Dial Services charges are incurred. 
 
The party responsible for an Information Exchange Library may choose to pay these charges for 
all users viewing through IE/SERV or receiving data from that library.  The party responsible 
indicates this option when defining the library using Information Exchange Administration 
Services. 

 
1.1.8 Carbon Copy 

The carbon copy feature provides for an electronic copy of a designated message to be 
delivered to one or more recipients, in addition to the original message destination.  Either the 
sender or receiver may specify that a message is to be copied or redirected to an alternate 
mailbox.  Carbon copy and redirected message relationships are set up under Information 
Exchange Administrative Services. 
 
Each electronic carbon copy message sent to each recipient will incur an Information Exchange 
carbon copy charge and Information Exchange receive charges (a message charge and a 
character charge).  These charges are in addition to the charges incurred for sending and 
receiving the original message.  A redirected message will incur the Information Exchange 
carbon copy charge in addition to the Information Exchange charges incurred for sending a 
message and receiving a message. The Information Exchange carbon copy charge is incurred 
at the time the electronic copy or redirected message is created, regardless of whether or not 
the carbon copy or redirected message is ever successfully delivered . 
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The carbon copy charge and Information Exchange message receive charges incurred as a 
result of a redirected message or carbon copy request may be paid by the requester, the copy 
partner, or the recipient of the carbon copy or redirected message, per the carbon copy and 
redirected message relationships, as allowed and set up under Information Exchange 
Administrative Services. The requester must pay the carbon copy charge when electronic 
copies or redirected messages are sent to other than the originating Information Exchange 
system and the copy partner is on other than the originating Information Exchange system.  The 
requester must pay the Information Exchange message receive charges for electronic copies 
and redirected messages sent to non Information Exchange recipients (except for X.400 
Services, SMTP gateway recipients, and Internet data and document exchange recipients) and 
all charges incurred for undeliverable items. Recipients on an Information Exchange system 
other than the originating Information Exchange system must pay the receive charges in a 
carbon copy or redirected message relationship. 

 
1.1.9 EDI Dial Out 

The EDI Dial Out feature allows the transfer of ANSI 12 or Uniform Code Council (UCS) 
formatted documents via bisynchronous communications.  It supports the 4010 EDI Standard 
including tilde segment terminator. To send data to trading partners requesting dial out, the 
Information Exchange user will send the data to a mailbox designated as system ID “DBS”, 
account ID “DSRV”, and user ID “OUTBOUND”.  IBM Interchange Services will then dial out to 
the trading partner and deliver the data.  To receive data from those trading partners, the 
Information Exchange user will issue a receive from a mailbox designated as system ID “DBS” 
account ID “DSRV”, and user ID of “INBOUND”. The user IDs should be added to the 
Information Exchange trading partner definitions with payments specifications of sender pays 
send charges and receiver pays receive charges. 
 
Information Exchange dial out character charges instead of Information Exchange character 
charges will be incurred for each transmission sent to or received from trading partners using 
bisynchronous dial out. 

 
1.1.10 Trading Partner Summary Report 

 An Information Exchange trading partner summary report is available for customers to receive as an 
attachment to their invoice, or as a report or data file delivered to an Information Exchange mailbox. 
The report summarizes charges by trading partner, including the number of messages and total number 
of characters sent to or received from the trading partner. You will be charged a monthly recurring 
charge of $25 if the report is ordered as an invoice attachment.  You will be charged a one-time charge 
of $25 if the report is ordered as a monthly report or data file to be sent to an Information Exchange 
mailbox. In addition, you will incur applicable Information Exchange receive-side charges for receiving 
the report or data file from the mailbox. 

 
1.1.11 International Messages 

Information Exchange provides the ability to send messages to selected international destinations 
through the interconnection of the networks of IBM affiliates and other service providers.  When a user 
sends a message to a destination outside the United States, the user will incur the appropriate 
Information Exchange send charges.  When a user receives a message from a destination outside the 
United States, the user will incur the appropriate Information Exchange receive charges. 

 
1.1.12 TCP/IP FTP Gateway for the Internet 

 The TCP/IP FTP gateway for the Internet allows for the use of Information Exchange by the users of 
File Transfer Protocol (FTP) including users of an Internet connection from an Internet service provider, 
as well as users of Internetworking and Multiprotocol Solutions and IP remote access, TCP/IP 
communications feature.  The gateway enables Information Exchange to look like an FTP server (or 
authorized application).  The gateway supports the exchange of both Electronic Data Interchange (EDI) 
and free-form data for appropriately registered and authorized users.  Using standard FTP commands, 
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users are able to start or stop a session with Information Exchange and send or receive messages.  
The gateway supports EDIFACT, UNTDI, X12 and UCS EDI transmissions.  In addition, the gateway 
supports the use of the Information Exchange libraries feature.  Upon accessing the gateway, users 
must log on to Information Exchange using their registered account ID, user ID and password.  All 
charges for use of Information Exchange apply, except for Information Exchange dial charges, in 
addition to charges for the use of the other Services. 

 
1.1.13 Batch Data Interface 
 Batch Data Interface (BDI) provides an ability to use Information Exchange from remote-entry 
workstations.  BDI may also be used from IBM Capacity Services such as the MVS/ESA server and the 
VM/ESA server.  Users will incur Information Exchange message charges and Information Exchange 
character or interconnect character charges for messages sent or received using BDI in addition to any 
applicable Capacity Services charges. 

 
1.1.14 Information Exchange Administrative Services (IE/SERV) 

IE/SERV provides an interactive capability for you to administer and control the use of Information 
Exchange within your activity account and to send and view messages.  IE/SERV can be accessed 
from remote access and leased line connections.  Remote access is described in the Managed Data 
Network Services Service Description and Schedule of Charges.  Remote access to IE/SERV does not 
incur Information Exchange Dial Access charges. 
 
IE/SERV allows you to view the text of inbound messages, outbound messages, archived messages, 
and library members.  When you view message text, a message charge and a character charge are 
incurred.  The Information Exchange Character charge is based upon the number of characters viewed. 
 
IE/SERV provides an audit trail of information about messages and the status of messages that have 
been sent by or sent to a user.  Each time you look at audit records, you incur Information Exchange 
charges.  You are charged a message charge for each unique request, plus an Information Exchange 
Character charge for the number of characters of information viewed. 

 
1.1.15 Information Exchange Administrative Services (IEAS) for the Web 

IEAS for the Web provides the IE/SERV interactive capability for you to administer and control the use 
of Information Exchange within your activity account and to view messages. Users of IEAS for the Web 
must have Internet access or TCP/IP protocol access using Managed Data Network Services, both of 
which can be obtained from IBM for an additional charge. In addition each subscriber must have an 
appropriate Web browser. 
 
IEAS for the Web provides firewall facilities which provide security filtering between the Internet and 
IEAS for the Web and between IEAS for the Web and Information Exchange.  In addition, IEAS for the 
Web supports the use of Secure Sockets Layer (SSL) and an appropriate Web browser.  For additional 
authorized user security, customers may obtain a public key certificate from an appropriate Certificate 
Authority.    
 
Using IEAS for the Web, you can view the text of inbound messages, outbound messages and 
archived messages.  When you view message text, a message charge and a character charge are 
incurred.  The Information Exchange character charge is based upon the number of characters 
viewed. 
 

1.1.16 Cluster Mailbox 
 The cluster mailbox feature of Information Exchange provides the ability to define a set of mailboxes 

which appear as one logical mailbox to your trading partners.  The user of a cluster mailbox is known to 
other users by a cluster parent user ID.  The user ID of the cluster parent is limited to 5 characters.  A 
cluster parent can have 2 to 99 cluster child mailboxes associated with that cluster parent user ID.  The 
cluster child user IDs will be created from the cluster parent user ID by assigning a two digit sequence 
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number suffix to the cluster parent user ID.  This feature allows the user to send and receive data 
through multiple mailboxes with a single generic user ID. 

 
1.1.17 SMTP gateway to Information Exchange 
The SMTP gateway to Information Exchange provides the ability for Information Exchange users to reach 
trading partners who use Internet mail for communications. In addition to supporting plain text messages, 
the SMTP gateway will allow Information Exchange users to send and receive EDI and binary files using 
MIME formatted data. Multipart SMTP messages will be accepted, and each binary or EDI part will be 
sent to Information Exchange as a single message. Remaining text parts will be combined into a single 
Information Exchange message. SMTP messages sent from Information Exchange will always consist of 
a single part. 
 
Each Information Exchange user is assigned an SMTP address based on the account ID, user ID, and 
local Information Exchange system, in the format of user.acct@domain. The Information Exchange 
systems have domain names of iexxx.ihost.com, where the xxx is replaced by the three character 
Information Exchange system ID. SMTP Internet trading partners are automatically assigned an 
Information Exchange address in the format SMTP/Unnnnnnn when they send to an Information 
Exchange user, or Information Exchange users can define Internet trading partners using Information 
Exchange Administration Services. 
 
The Information Exchange user will incur Information Exchange send charges (a message charge, a 
character charge, and any applicable Information Exchange dial services charges) for each message 
sent to an SMTP user. The Information Exchange user will incur Information Exchange receive charges 
(a message charge, a character charge, and any applicable Information Exchange dial services charges) 
for each message received from an SMTP user. 

 
1.2 Information Exchange (Global Customers) 

We provide Information Exchange under the following terms for global customers, those customers who 
have an enterprise connection to the IBM network in two or more countries and who have executed the 
appropriate international services agreement. 
 
Information Exchange provides mailbox and associated facilities for storing and retrieving messages 
containing unformatted or formatted data, including Electronic Data Interchange (EDI) formats.  
Information Exchange users can send messages to and receive messages from other Information 
Exchange users, users of mail exchange, users of IBM MQSeries Services, users of X.400 Services, 
and users on other networks that are interconnected through EDI VAN Interconnect.  Information 
Exchange Users can also send messages and receive messages from other components of IBM 
Interchange Services, such as Web data transfer or forms exchange.  The access to Information 
Exchange through SNA remote access is described in this Service Description and its associated 
Schedule of Charges.  Other remote access and leased line access is described in the Managed Data 
Network Services Service Description and Schedule of Charges. 
 

1.2.1 Sending and Receiving a Single Message 
Information Exchange Message Delivery charges are specified as the total charge for sending a 
message from an Information Exchange user to a single trading partner. Information Exchange splits 
this charge into two domains: 
 

1. half for sending the message to an Information Exchange mailbox 
2. half for receiving the message from the Information Exchange mailbox. 
 

If the trading partner is another domestic Information Exchange user or a user of IBM MQSeries 
Services, you have the ability to specify on a user by user basis whether you will pay the send side, 
receive side, or both in exchanging messages. 
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Before message exchange can take place, both parties must agree on the payment relationship.  When 
messages are exchanged with another component of IBM Interchange  services, such as Web data 
transfer or forms exchange, the Information Exchange sender must pay send charges and the 
Information Exchange receiver must pay receive charges. 
 
If the message is sent to a trading partner on mail exchange or X.400 Services, then the Information 
Exchange user must pay the total Message Delivery charge.  There are no Information Exchange 
charges for receiving messages sent from X.400 Services or from mail exchange. 

 
The Information Exchange Message Delivery charge is based upon the number of  characters in the 
message.  Information Exchange message headers are not included in the character count.  The exact 
number of characters in the message is divided by 1000 and multiplied by the rate per thousand 
characters.  The result is rounded up to the next cent. 
 
The maximum Information Exchange message size is 280,000,000 characters.  Files sent to trading 
partners using IBM MQSeries Services must not exceed 100,000,000 characters.  
 
Information Exchange charges that are based on prime time and non-prime time rates are determined 
by the time stamp in the sent or received Information Exchange message.  Non-prime time charges 
apply between 8 p.m. and 8 a.m. Eastern time, Monday through Friday, on weekends, and on IBM 
specified national holidays. 

 
We charge for all messages sent to a mailbox, regardless of whether or not they are received by 
the addressee.  There are no Information Exchange charges for requesting messages when the 
mailbox is empty or for retransmitting messages during restart or recovery of Information 
Exchange sessions. 

 
1.2.2 Information Exchange Dial Services 

When you use SNA remote access to send or receive a message, Information Exchange Dial 
Services charges are incurred; otherwise you will be charged remote access connect time 
charges and associated surcharges as specified in the Managed Data Network Services 
Service Description and Schedule of Charges. 
 
We will provide you with phone numbers upon request. 
 
Selected SNA remote access protocols may, at IBM's sole discretion, be provided through 
legacy, previously supported, gateways and phone numbers.  Users of legacy gateways and/or 
legacy phone numbers will incur the Information Exchange local dial access character charge 
and the legacy gateway dial access character surcharge.  IBM will provide a list of such legacy 
gateways and phone numbers and planned effective dates upon request. 

 
1.2.3 Traveling User Support 

Traveling User Support allows users to access Information Exchange while traveling abroad to 
selected countries where IBM has a relationship established with an IBM affiliate or other 
service providers.  Traveling User Support is intended to allow users to access Information 
Exchange on an occasional basis when traveling abroad.  Customers needing access from an 
international location for an extended period (for example, longer than a month) or for more than 
three total months in a year must obtain an additional account ID and user ID from the local IBM 
affiliate or other service provider. 
 
A pass through surcharge will be incurred for all traveling-user access to Information Exchange.  
Traveling users who access Information Exchange through a remote access connection will not 
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be charged the standard Information Exchange dial character charge.  Other standard charges for 
use of Information Exchange will apply. 

 
1.2.4 Event Notification 

 Information Exchange provides the ability for you to define message arrival events, scheduled events 
and user initiated events.  Event notifications will be generated based on the event definitions and the 
event profile of the intended receiver of the event notification.  You set up event profiles and define 
events using Information Exchange Administration Services.  An event profile defines the 
characteristics of a dial-out or call-out user to Information Exchange.  Users attached via an 
asynchronous dial connection to Information Exchange will receive a dial-out notification.  TCP/IP 
Internetworking and Multiprotocol Solutions and SNA LU 6.2 protocol leased line connected users will 
receive a call-out notification.  You are charged a dial-out or call-out execute charge for each event 
notification processed by Information Exchange on your behalf, even if a notification could not be 
completed due to a problem at your system or workstation.  For example, remote access users will be 
charged if the dial-out notification cannot be completed with the requested number of retries due to a 
busy, ring-no-answer, or invalid number.  For message arrival events, you are not charged if the 
message which met the notification criteria is received from the mailbox before Information Exchange 
can process the notification. 

 
1.2.5 Archiving 

A message archive facility is available which allows users to store messages from 1 to 365 days.  The 
archive storage charge is computed by multiplying the number of characters in each message by the 
number of days the message is archived.  The product is divided by 1000 and multiplied by the rate per 
thousand characters.  The result is rounded up to the next cent.  The archive storage charge is invoiced 
to the owner of the archived data. 
 
Users may receive messages from the archive into their mailbox.  The user receiving the message from 
the mailbox will incur an Information Exchange charge based upon one-half the message delivery rate 
and the number of characters received. 
 
1.2.6 Libraries 
Users may store data in a non-searchable or searchable Information Exchange library.  A storage 
charge is applied in 1,000 character minimum increments based upon the maximum amount of storage 
used per day.  The result is rounded up to the next cent.  This is in addition to the appropriate 
Information Exchange send charge for sending the data to the library. The send charges is based upon 
one-half the message delivery rate and the number of characters sent. 
 
IBM owns the Information Exchange libraries named CUSTBULS and EXPEDITE Library CUSTBULS 
contains information on the Information Exchange Service and the Expedite licensed programs such as 
IBM Customer Bulletins and Technical Bulletins.  Library EXPEDITE contains Expedite licensed 
programs and their manuals.  There are no Information Exchange charges for viewing or receiving 
information from the IBM CUSTBULS and EXPEDITE libraries. 
 
Users may view or retrieve data from Information Exchange Libraries.  When you view or receive data 
from an Information Exchange Library, except CUSTBULS and EXPEDITE, a character charge is 
incurred, based upon the number of characters viewed or received and one-half the message delivery 
rate. 
 
The party responsible for an Information Exchange Library may choose to pay these charges for all 
users viewing through IE/SERV or receiving data from that library.  The party responsible indicates this 
option when defining the library using Information Exchange Administration Services. 

 
1.2.7 Carbon Copy 
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The carbon copy feature provides for an electronic copy of a designated message to be 
delivered to one or more recipients, in addition to the original message destination.  Either the 
sender or receiver may specify that a message is to be copied or redirected to an alternate 
mailbox.  Carbon copy and redirected message relationships are set up under Information 
Exchange Administrative Services. 
 
Each electronic carbon copy message sent to each recipient will incur an Information Exchange 
carbon copy charge and Information Exchange receive side charge (half the Information 
Exchange message delivery charge).  These charges are in addition to the charges incurred for 
sending and receiving the original message.  A redirected message will incur the Information 
Exchange carbon copy charge in addition to the Information Exchange send side charge and 
receive side charge. 
 
The Information Exchange carbon copy charge is incurred at the time the electronic copy or 
redirected message is created, regardless of whether or not the carbon copy or redirected 
message is ever successfully delivered . 
 
The carbon copy charge and Information Exchange message receive side charges incurred as 
a result of a redirected message or carbon copy request may be paid by the requester, the copy 
partner, or the recipient of the carbon copy or redirected message, per the carbon copy and 
redirected message relationships, as allowed and set up under Information Exchange 
Administrative Services.  The requester must pay the carbon copy charge when electronic 
copies or redirected messages are sent to other than the originating Information Exchange 
system and the copy partner is on other than the originating Information Exchange system.  The 
requester must pay the Information Exchange message receive side charges for electronic 
copies sent to non Information Exchange recipients (except for X.400 Services, SMTP gateway 
recipients, and Internet data and document exchange recipients) and all charges incurred for 
undeliverable items.  Recipients on an Information Exchange system other than the originating 
Information Exchange system must pay the receive side charges in a carbon copy or redirected 
message relationship. 

 
1.2.8 EDI Dial Out 

The EDI Dial Out feature allows the transfer of ANSI 12 or Uniform Code Council (UCS) 
formatted documents via bisynchronous communications.  It supports the 4010 EDI Standard 
including tilde segment terminator. To send data to trading partners requesting dial out, the 
Information Exchange user will send the data to a mailbox designated as system ID “DBS”, 
account ID “DSRV”, and user ID “OUTBOUND”.  IBM Interchange Services will then dial out to 
the trading partner and deliver the data.  To receive data from those trading partners, the 
Information Exchange user will issue a receive from a mailbox designated as system ID “DBS” 
account ID “DSRV”, and user ID of “INBOUND”. The user IDs should be added to the 
Information Exchange trading partner definitions with payments specifications of sender pays 
send charges and receiver pays receive charges. 
 
Information Exchange dial out message delivery charges instead of Information Exchange 
message delivery charges will be incurred for each transmission sent to or received from trading 
partners using bisynchronous dial out. In addition, Information Exchange dial out surcharges will 
be incurred. 
 

1.2.9 Trading Partner Summary Report 
 An Information Exchange trading partner summary report is available for customers to receive as an 

attachment to their invoice, or as a report or data file delivered to an Information Exchange mailbox. 
The report summarizes charges by trading partner, including the number of messages and total number 
of characters sent to or received from the trading partner. You will be charged a monthly recurring 
charge of $25 if the report is ordered as an invoice attachment.  You will be charged a one-time charge 
of $25 if the report is ordered as a monthly report or data file to be sent to an Information Exchange 
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mailbox. In addition, you will incur applicable Information Exchange receive-side charges for receiving 
the report or data file from the mailbox 

 
1.2.10 Distribution Lists 

Information Exchange provides the ability to send a message to a list of users.  When you send a 
message to a list of users, we calculate a proportional send side charge for each receiver on the list 
and round the charge up to the next cent.  In this instance the total send side charges may exceed 
the published rates due to rounding during the calculation of charges.  We also charge a receive side 
charge for each recipient on the list. 

 
1.2.11 Cluster Mailbox 

 The cluster mailbox feature of Information Exchange provides the ability to define a set of mailboxes 
which appear as one logical mailbox to your trading partners.  The user of a cluster mailbox is known to 
other users by a cluster parent user ID.  The user ID of the cluster parent is limited to 5 characters.  A 
cluster parent can have 2 to 99 cluster child mailboxes associated with that cluster parent user ID.  The 
cluster child user IDs will be created from the cluster parent user ID by assigning a two digit sequence 
number suffix to the cluster parent user ID.  This feature allows the user to send and receive data 
through multiple mailboxes with a single generic user ID. 

 
1.2.12 International Messages 

 Information Exchange provides the ability to send messages to selected international destinations 
through the interconnection of the networks of IBM affiliates and other service providers.  When a user 
sends a message to a destination outside the United States and when a user receives a message from 
a destination outside the United States, the user will incur one-half the Information Exchange Message 
Delivery charge. 

 
1.2.13 EDI VAN Interconnect 

 Customers may exchange EDI data with users on other networks that are interconnected with the IBM 
Global Network through EDI VAN Interconnect.  For each message a user sends to EDI VAN 
Interconnect and for each message a user receives from EDI VAN Interconnect, the user will incur one-
half of the Information Exchange Message Delivery charge.  Availability of an EDI VAN Interconnect to 
a particular network is dependent upon the owner of that network, not IBM.  Interconnections are 
subject to change without prior notice. 

 
1.2.14 TCP/IP FTP Gateway for the Internet 

 The TCP/IP FTP gateway for the Internet allows for the use of Information Exchange by the users of 
File Transfer Protocol (FTP) including users of an Internet connection from an Internet service provider, 
as well as users of Internetworking and Multiprotocol Solutions and IP remote access, TCP/IP 
communications feature.  The gateway enables Information Exchange to look like an FTP server (or 
authorized application).  The gateway supports the exchange of both Electronic Data Interchange (EDI) 
and free-form data for appropriately registered and authorized users.  Using standard FTP commands, 
users are able to start or stop a session with Information Exchange and send or receive messages.  
The gateway supports EDIFACT, UNTDI, X12 and UCS EDI transmissions.  In addition, the gateway 
supports the use of the Information Exchange libraries feature.  Upon accessing the gateway, users 
must log on to Information Exchange using their registered account ID, user ID and password.  All 
charges for use of Information Exchange apply, except for Information Exchange dial charges, in 
addition to charges for the use of the other Services. 

 
1.2.15 Batch Data Interface 
 Batch Data Interface (BDI) provides an ability to use Information Exchange from remote-entry 
workstations.  BDI may also be used from the IBM Capacity Services such as the MVS/ESA server and 
the VM/ESA server.  Users will incur Information Exchange message delivery charges for messages sent 
or received using BDI, in addition to any applicable Capacity Services charges. 
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1.2.16 Information Exchange Administrative Services (IE/SERV) 
IE/SERV provides an interactive capability for you to administer and control the use of Information 
Exchange within your activity account and to send and view messages.  IE/SERV can be accessed 
from remote access and leased line connections.  Remote access is described in the Managed Data 
Network Services Service Description and Schedule of Charges. 
 
IE/SERV allows you to view the text of inbound messages, outbound messages, archived messages, 
and library data.  IE/SERV also provides an audit trail of information about messages and the status of 
messages that have been sent by or sent to a user, When you view message text or look at audit trails, 
you incur one-half the Message Delivery charge for the number of characters viewed. 

 
1.2.17 Information Exchange Administrative Services (IEAS) for the Web 

IEAS for the Web provides the IE/SERV interactive capability for you to administer and control the use 
of Information Exchange within your activity account and to view messages. Users of IEAS for the 
Web must have Internet access or TCP/IP protocol access using Managed Data Network Services, 
both of which can be obtained from IBM for an additional charge. In addition each subscriber must 
have an appropriate Web browser. 
 
IEAS for the Web provides firewall facilities which provide security filtering between the Internet and 
IEAS for the Web and between IEAS for the Web and Information Exchange.  In addition, IEAS for the 
Web supports the use of Secure Sockets Layer (SSL) and an appropriate Web browser.  For 
additional authorized user security, customers may obtain a public key certificate from an appropriate 
Certificate Authority.    
 
Using IEAS for the Web, you can view the text of inbound messages, outbound messages and 
archived messages.  When you view message text, you incur one-half the Message Delivery charge 
for the number of characters viewed. 

 
1.2.18 Receiving Data 

 Information Exchange provides you the capability to receive other data, such as alias tables, 
distribution lists, audit trails, and session traces.  When you receive data from Information Exchange, 
you incur a charge which is based upon the number of characters received and one-half the message 
delivery rate. 

 
1.2.19 SMTP gateway to Information Exchange 

The SMTP gateway to Information Exchange provides the ability for Information Exchange users to 
reach trading partners who use Internet mail for communications. In addition to supporting plain text 
messages, the SMTP gateway will allow Information Exchange users to send and receive EDI and 
binary files using MIME formatted data. Multipart SMTP messages will be accepted, and each binary or 
EDI part will be sent to Information Exchange as a single message. Remaining text parts will be 
combined into a single Information Exchange message. SMTP messages sent from Information 
Exchange will always consist of a single part. 
 
Each Information Exchange user is assigned an SMTP address based on the account ID, user ID, and 
local Information Exchange system, in the format of user.acct@domain. The Information Exchange 
systems have domain names of iexxx.ihost.com, where the xxx is replaced by the three character 
Information Exchange system ID. SMTP Internet trading partners are automatically assigned an 
Information Exchange address in the format SMTP/Unnnnnnn when they send to an Information 
Exchange user, or Information Exchange users can define Internet trading partners using Information 
Exchange Administration Services. 
 
The Information Exchange user will incur an Information Exchange send charge (half the Information 
Exchange message delivery charge) and Information Exchange dial services charges (if applicable) for 
each message sent to an SMTP user. The Information Exchange user will incur an Information 
Exchange receive charge (half the Information Exchange message delivery charge) and Information 
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Exchange dial services charges (if applicable) for each message received from an SMTP user. The 
Information Exchange message delivery charge for use of the SMTP gateway will be included in the 
category IE-IE Message Delivery on the user’s invoice. 

 
1.3 Information Exchange EDI Feature (withdrawn from marketing) 

The Information Exchange EDI Feature provides mailbox and associated facilities for storing 
and retrieving small messages containing unformatted data or formatted EDI data.  The facilities 
and charges associated with Information Exchange are applicable to the user of Information 
Exchange EDI Feature except for the following: 
 
• There is no message charge 
• There is no difference in prime and non-prime time charges 
• The character and interconnect character charges are different 
• There is no SNA remote access charge 
• There is an "800" number access charge and a secondary node access charge 
• There is no EDI Dial Out capability 

 
The Information Exchange EDI Feature is mutually exclusive with Information Exchange on an 
activity account level. 

 
1.4 Web data transfer 

The Web data transfer component of IBM Interchange Services enables subscribers of the Web data 
transfer component to exchange files with users of the Information Exchange component of IBM 
Interchange Services.  Subscribers of the Web data transfer component must have Internet access or 
TCP/IP protocol access using Managed Data Network Services, both of which can be obtained from 
IBM for an additional charge. In addition each subscriber must have an appropriate Web browser.  EDI 
or non-EDI files may be exchanged.  Subscribers of the Web data transfer component may not 
exchange files with other subscribers of the Web data transfer component. 
 
Subscribers upload and download files to the Web data transfer component using the Web browser file 
transfer features.  Subscribers are responsible for maintaining their account, user ID and password.  
Passwords must be changed at regular intervals and user IDs are revoked after a set number of invalid 
access attempts.  You are responsible for the evaluation, selection and use of all security facilities or 
security procedures. 
 
Orders are individually scheduled and subject to equipment availability. 

 
1.4.1 Charges 

Web data transfer subscribers are invoiced a one-time registration charge, and a monthly subscription 
charge.  Each subscriber is allocated 10,000,000 bytes of disk storage for files.  Subject to system and 
technology constraints, additional disk storage may be obtained in increments of 1,000,000 bytes, for 
an additional monthly charge.  Individual documents can be no larger than 10,000,000 characters.  File 
management of the subscriber disk storage is a subscriber responsibility.  Web data transfer file 
delivery charges are applied to each file sent from or received by the Web data transfer component and 
will be invoiced to the Web data transfer subscriber.  Information Exchange send and/or receive 
charges are invoiced to the Information Exchange user. 
 
The Web data transfer file delivery charge is based upon the number of characters in the file.  The 
exact number of characters in the file is divided by 1000 and multiplied by the rate per thousand 
characters.  The result is rounded up to the next cent.  A minimum file delivery charge for 1,000 
characters per file will be incurred.  We charge for all files sent, regardless of whether or not they are 
received by the addressee. 
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Web data transfer subscribers are initially setup with an open mailbox option allowing them to send files 
to or receive files from any Information Exchange user who has an open mailbox option or has 
specifically authorized such exchange.  Web data transfer subscribers may restrict data transfer to 
specific Information Exchange trading partners by requesting IBM to establish specific subscriber 
mailbox trading partner registrations.  From one to five specific trading partners registrations may be 
requested at a time for a single one-time charge. 

 
Each file sent to, sent from, or received by a Web data transfer subscriber is retained in the 
subscriber's storage until deleted by the subscriber.  Web data transfer subscribers are responsible for 
managing their storage, and deleting files that are no longer needed.  If a subscriber deletes a file but 
subsequently determines that a copy of the file is needed, the subscriber can request us to retrieve the 
file from the system archive.  Files that the Web data transfer subscriber sends to Information 
Exchange trading partners can also be retrieved from the system archive and sent back to the 
subscriber as an incoming file.   

 
Files are archived for ninety days from the time sent.  Files retrieved from archive will be placed into the 
subscriber's storage area.  The user subscriber will be charged a fee for each day's worth of data that 
is retrieved. 

 
1.4.2 Credit Card Payment 

 IBM may, at its option, elect to accept a subscriber’s credit card for payment of a subscriber’s Web data 
transfer and/or forms exchange charges, provided the subscriber is not obtaining any other related 
services from IBM.  If IBM accepts such form of payment, all subscriber incurred charges for Web data 
transfer and/or forms exchange will be debited to the credit card number that the subscriber provides to 
IBM. Should a subscriber credit card number expire or should IBM otherwise be unable to debit valid 
charges to a subscriber credit card number, IBM may immediately and without notice withdraw the 
subscriber’s access to Web data transfer and forms exchange.  IBM may take commercially reasonable 
actions to validate a subscriber’s credit card. 

 
1.5  Forms exchange 

The forms exchange component of IBM Interchange Services provides subscribers access to 
and use of selected forms such as purchase orders, invoices, and customized forms that are 
available under this component.  The forms exchange subscriber completes one of the available 
forms which is then translated into an XML or EDI message and sent to the Information 
Exchange mailbox designated by the subscriber.  An XML or EDI message, sent from 
Information Exchange, can be translated back into a form, and routed to the forms exchange 
subscriber for viewing or printing.  Subscribers who utilize QuickBooks by Intuit or Peachtree 
Software’s accounting packages may also import and export forms down to these software 
packages. Subscribers who wish to be notified when they have new messages may set the 
component to notify them via e-mail when new mail is received in their mailbox.  
 
Forms management is a subscriber responsibility.  Forms are archived in the same manner as files.  In 
addition, a form sent by a subscriber can be retrieved from archive, however, it can only be resent to 
the trading partner. 

 
1.5.1 Charges 

Forms exchange subscribers can choose an annual, monthly, or pay-per-document subscription 
plan.  Subscribers choosing the annual plan will be invoiced a subscription fee once a year.  
Service will be effective for one calendar year, from sign up date to anniversary date.  Annual 
plan subscribers will not receive a credit if they discontinue the forms exchange component 
early.  Subscribers choosing the monthly plan will be invoiced a subscription fee each month.  
Monthly fees are not prorated for accounts activated or discontinued in mid-month.  The annual 
and monthly plans include 15 forms sent or received per month.  Additional forms sent or 
received above the 15 per month will incur a document fee per form.  Under the pay-per-
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document plan, there is a monthly subscription fee and each form sent or received will incur a 
document fee. 
 
All forms exchange users, regardless of which plan they choose, will be invoiced a one-time 
registration fee.  Subscribers will have access to a set of standard purchase order and invoice 
forms.  IBM Interchange Services customers, industry groups, and other common interest 
groups can contract with IBM to have forms customized and/or mapped to an EDI format under 
a separate statement of work for an additional fee.  Each subscriber will incur a one-time fee for 
each custom form to which they request access. 
 
A transaction activity report is available for an additional charge per report.  This report can be 
run once per month or upon request.  The report is delivered as in incoming file to the 
subscriber. 

 
In the event that a subscriber subscribes to both Web data transfer and forms exchange, which 
run in the same environment, then the subscriber will incur only one registration charge and one 
monthly subscription charge.  The monthly subscription charge incurred will be the subscription 
charge as described under forms exchange. 
 
Forms exchange runs in the same environment as Web data transfer.  Forms exchange users 
have all the facilities of Web data transfer, including disk storage, archive and security facilities, 
available to them and will incur appropriate charges for such facilities including charges for files 
sent to or received from trading partners. 

 
1.5.2 Credit Card Payment 

 IBM may, at it’s option, elect to accept a subscriber’s credit card for payment of a subscriber’s Web 
data transfer and/or forms exchange charges, provided the subscriber is not obtaining any other related 
services from IBM.  If IBM accepts such form of payment, all subscriber incurred charges for Web data 
transfer and/or forms exchange will be debited to the credit card number that the subscriber provides to 
IBM. Should a subscriber credit card number expire or should IBM otherwise be unable to debit valid 
charges to a subscriber credit card number, IBM may immediately and without notice withdraw the 
subscriber’s access to Web data transfer and forms exchange.  IBM may take commercially reasonable 
actions to validate a subscriber’s credit card. 

 
1.6 In-network translation 

The in-network translation enables data translation for designated messages sent between Information 
Exchange users, and users on other networks that are interconnected through the IBM EDI VAN 
Interconnect, according to specified translation mappings.  Users may select a usage based option or 
one of four monthly subscription plans.  
 
Translation mappings must meet IBM specifications.  We will set up translation mappings under a 
separate statement of work for an additional fee.   
 
Under the monthly subscription plans, the first set of trading partner relationships will be registered at 
no additional charge.  Customers subscribing to in-network translation subscription plan 1 may receive 
up to sixty credit hours to be applied to translation mapping fees.  Customers subscribing to in-network 
translation monthly subscription plan 2 may receive up to eighty credit hours to be applied to translation 
mapping fees.  Customers subscribing to in-network translation subscription plan 3 may receive up to 
one hundred credit hours to be applied to translation mapping fees.  Customers subscribing to in-
network translation subscription plan 4 may receive up to one hundred and forty credit hours to be 
applied to translation mapping fees. Any and all credit hours may only be applied to translation 
mappings, at the current prevailing rate, and only as defined under the terms and conditions of the IBM 
statement of work. 
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After the trading partner relationship has been defined, the Information Exchange user sends a 
message to a designated Information Exchange mailbox, which performs the specified EDI translation 
and routes the translated message to the trading partner’s Information Exchange mailbox or through 
the EDI VAN Interconnect if the trading partner is on another supported interconnected VAN.   

 
1.6.1 Charges 

Trading partners will incur applicable Information Exchange charges for sending and receiving 
messages including those sent and received from EDI VAN Interconnect. In-network translation 
subscribers can choose a usage price plan or a monthly subscription plan. 

 
1.6.1.1 Usage Price Plan 
Usage subscribers to in-network translation will incur the in-network translation charge for each message 
translated.  There is an in-network translation charge based on the number of characters translated.  The 
number of characters translated is divided by 1,000 and multiplied by the rate.   A minimum charge for 1,000 
characters translated per message is charged. 

 
1.6.1.2 Monthly Subscription Plans 
Monthly subscribers will be invoiced a monthly subscription fee.  The monthly fee provides for a specified total 
number of characters translated during the month.  Additional characters translated during the month above 
the specified total number of characters will incur charges based upon the monthly subscription plan selected, 
and upon the number of additional characters translated.  The number of additional characters sent or received 
is divided by 1,000 and multiplied by the rate. A minimum charge for 1,000 characters translated per message 
will be incurred. Monthly subscription fees are not portable.  
 
1.6.1.3 EDI VAN Interconnect  
Users of in-network translation incur an Information Exchange Interconnect charge for messages sent to or 
received from EDI VAN Interconnect.  The Information Exchange Interconnect charge is based upon the 
number of characters in the message.  Information Exchange message headers are not included in the 
character count.  The number of characters in the message is rounded up to the next 0.1 thousand characters 
and then multiplied by the rate per thousand characters.  The result is rounded up to the next cent.  Availability 
of an EDI VAN Interconnect to a particular network is dependent upon the owner of that network, not IBM.  
Interconnections are subject to change without prior notice. 
 

1.6.1.4 Other facilities 
We will register a set of trading partner relationships for a one-time charge.  Each set will include from one to 
five trading partner relationships.  Changes to these registrations will be considered a new registration. 
 
A transaction activity report is available for an additional charge per report.  This report can be run once per 
month or upon request.  The report is delivered as in incoming file to the subscriber. 
 
1.7  Internet data and document exchange  
The Internet data and document exchange component of IBM Interchange Services uses open standards to 
provide a bridge between legacy environments and new Internet-based environments. Internet data and 
document exchange provides an Internet entryway to the IBM portfolio of Interchange offerings including 
Information Exchange and access to the EDI VAN Interconnects. 

 
Subscribers of Internet data and document exchange must have access to the Internet  and use either 
HTTP or SMTP transfer protocols.  The Internet data and document exchange commerce engine 
exchanges files between trading partners in near real-time, operating on a store-and-forward basis.  
Security is provided through Secure Socket Layers (SSL) and/or Secure Multi-Purpose Internet Mail 
Extensions (S/MIME).  EDI, XML, and proprietary file formats may be exchanged using this service 
component.  Subscribers are responsible for the evaluation, selection and use of all transport 
protocols, security facilities, and/or security procedures. 
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Internet  data and document exchange customers can use a variety of clients that will work with the service.  
Supported clients include Cyclone Interchange, S/MIME enabled SMTP email clients and EDIINT AS1 and 
AS2 compatible clients.  
 
The maximum Internet data and document exchange message size is 75 megabytes when utilizing the HTTP 
transport option and 5 megabytes when utilizing the SMTP transport option. 
 
Subscribers are responsible for ensuring that their trading profile information and the trading profile 
information of their partners is correct.  
 
1.7.1 Exchange with IBM Information Exchange 
IBM Internet data and document exchange subscribers that are appropriately registered may exchange 
messages (send and receive) with users of the Information Exchange mailboxing component of IBM 
Interchange Services.  There is no additional charge to the standard IDDX plan charges for exchanging data 
through the Information Exchange system.  The Information Exchange user profile must be configured to split 
the message delivery charges between the sender and receiver.   
 
1.7.2 Exchange with IBM EDI VAN Interconnect 

IBM Internet data and document exchange subscribers that are appropriately registered may exchange EDI 
(ANSI X12 and EDIFACT) standards based messages with users on other interconnected VANs via IBM EDI 
VAN Interconnect.  There is no additional charge over and above the standard IDDX plan charges for 
exchanging data through the EDI VAN Interconnect system.  Availability of an EDI VAN Interconnect to a 
particular network is dependent upon the owner of that network, not IBM.   Interconnections are subject to 
change without prior notice. 
 
1.7.3 Document Backup and Reprocessing 
All transactions through the Internet data and document exchange are backed up as they are received by the 
service.  Transactions will be available for reprocessing for 7 days from the receipt by IBM.  Users may have a 
message reprocessed, or sent again to the destination, by calling IBM Customer Care.  There is no additional 
charge for reprocessing a transaction. 
 
1.7.4 Charges 
Internet data and document exchange is a low-cost alternative to traditional data and document exchange 
environments.  Subscribers choose a plan from a tiered subscription-based pricing model. Plans are available 
to meet the requirements of the small, occasional customer to the large enterprise moving significant volumes 
of data. 

 
Internet data and document exchange subscribers have a choice between Lite, Standard, Premium, or 
Platinum pricing plans.  All pricing plans contain a flat monthly charge which entitles the subscriber to a 
predetermined amount of usage measured in megabytes.  If the subscriber exceeds the level of usage for their 
plan, an overage charge is assessed on a per megabyte basis, prorated at the byte level. Monthly fees are 
prorated for accounts activated in mid-month, monthly fees are not prorated for accounts discontinued in mid-
month, and a minimum 3 month term is required.  
 
Customers can purchase Cyclone Interchange Solo from IBM and use it as their client to the service.  Cyclone 
Interchange Solo is priced on a license basis with a minimum term of one year and is not prorated.  The 
license fee includes use of the software, maintenance, and support.  The license for Cyclone Interchange Solo 
is a click-through agreement between the customer and Cyclone Commerce activated upon software 
installation.  Support for Cyclone Interchange Solo when used with Internet data and document exchange will 
be provided by IBM.  Cyclone Interchange Solo license renewals, when the original license was purchased 
through IBM, will be coordinated through IBM.  The Cyclone Interchange Solo license will be renewed and 
invoiced annually.   
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To avoid the annual license charge, notification of termination of the Cyclone Interchange Solo license must be 
submitted to IBM a minimum of 90 days prior to the renewal date.  Customers who have opted to use Cyclone 
Interchange Solo who then cancel the Internet data and document exchange service will still maintain their 
license to use the Cyclone Interchange Solo software, however at that time all support and maintenance 
relationships will transition to Cyclone Commerce. 
 
1.7.5 Credit Card Payment Option 
IBM may, at its option, elect to accept a subscriber’s credit card for payment of a subscriber’s Internet data and 
document exchange charges, provided the subscriber is not obtaining any other related services from IBM.  If 
IBM accepts such form of payment, all subscriber incurred charges for Internet data and document exchange 
will be debited to the credit card number that the subscriber provides to IBM. Should a subscriber credit card 
number expire or should IBM otherwise be unable to debit valid charges to a subscriber credit card number, 
IBM may immediately and without notice withdraw the subscriber’s access to Internet data and document 
exchange.  IBM may take commercially reasonable actions to validate a subscriber’s credit card. 
 
2.0 IBM MQSeries Services 
IBM MQSeries Services is a managed service that allows users who have the appropriate MQSeries 
based applications  to exchange messages with other (authorized) users in a  networking environment.  
IBM MQSeries Services provides protocol conversion between dissimilar communication protocols.  
 
2.1 Queue Manager Definition 

Each MQSeries server accessing IBM MQSeries Services  must be registered with queue 
manager definitions  in order to be able to exchange messages.  There is a non proratable one-
time charge for each queue manager definition. 

 
2.2 Sending and Receiving 

When a user sends a message to IBM MQSeries Services, the message is routed, using the 
appropriate IBM MQSeries Services queue manager definition, to the destination MQSeries queue 
manager or to a mailbox on Information Exchange.  In the event that the destination  is not available, 
the message is held until such time as the destination  is ready to receive the message or the message 
expires.  Users must be defined to the service, the default definition directs the message delivery 
charges to the sender of the message.  Options are available to allow splitting the message delivery 
charges equally (into a send side charge and a receive side charge) between sender and receiver or to 
allow the receiver to pay all charges for sending a file when sender and receiver are in different 
accounts.  In order to enable the different charging options, both sender and receiver must be 
appropriately registered, otherwise the file transfer request will be rejected.  
  
Remote access and leased line connectivity charges, as described in the applicable Service 
Descriptions  and  Schedules of Charges, are in addition to any IBM MQSeries Services charges. 

 
2.3 Distribution Facility 

IBM MQSeries Services provides the capability for a customer to send a single message for delivery to 
multiple recipients.  When a single message is sent to a list of MQSeries users,  a proportional send 
side charge is calculated for each receiver on the list and  the charge is rounded  up to the next cent.  
In this instance the total send side charges may exceed the published rates due to rounding during the 
calculation of charges.  If there are Information Exchange recipients specified in the distribution list, a 
full send charge is incurred for each Information Exchange recipient in the list instead of the 
proportional send charge.  A receive side charge for each recipient on the list is also charged. 
 
When an Information Exchange user sends a single message to multiple MQSeries users and the 
MQSeries users are responsible for paying the send side charges, each MQSeries user incurs a 
proportional send side charge based on the total number of MQSeries receivers. The charge is 
rounded up to the next cent.  In this instance the total send side charges may exceed the published 
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rates due to rounding during the calculation of charges.  A receive side charge for each recipient on the 
list is also charged. 

 
2.4  Message Exchange with IBM Interchange Services 

IBM MQSeries Services users that are appropriately registered may exchange messages (send and 
receive) with users of the Information Exchange mailboxing component of IBM Interchange Services.  
The default definition directs the message delivery charges to the sender of the message.  Options are 
available to allow splitting the message delivery charges between the sender and receiver or to allow 
the receiver to pay all charges.  In order to enable the different charging options, both sender and 
receiver must be appropriately registered, otherwise the file transfer request will be rejected.  If the user 
of Information Exchange sends or receives a message using SNA remote access, that user will incur 
Information Exchange Dial Services charges, irrespective of what message delivery charging options 
have been selected. 
 
IBM MQSeries Services users that are appropriately registered may exchange messages (send and 
receive) with users of IBM Interchange Services and its Information Exchange mailboxing component 
as described above.1   In the event that the Information Exchange user utilizes the IE dial out feature in 
message exchange with an IBM MQSeries Services user, the Information Exchange user will incur the 
appropriate IE dial out charges. 

 
2.5 Message Exchange with IBM EDI VAN Interconnect 

IBM MQSeries Services users that are appropriately registered may exchange messages (send 
and receive) with users of IBM EDI VAN Interconnect.  The IBM MQSeries Services user pays the 
IBM MQSeries Services send charge when sending a message and the IBM MQSeries Services 
receive charge when receiving a message. 
 
This Schedule of Charges applies to Services provided in the United States. 

 
1.0 IBM INTERCHANGE SERVICES 
 
Information Exchange (IE) 
1.1.1 Sending or Receiving a Message  Eligible  
 PER  Charges Charge 
IE Messages - prime time  Each Yes $0.37 
IE Messages - nonprime time  Each Yes $0.18 
IE Characters - prime time  Thousand Yes $0.089 
IE Characters - nonprime time  Thousand Yes $0.044 

 
1.1.2 EDI VAN Interconnect  Eligible  
 PER  Charges Charge 
IE Interconnect - prime time characters  Thousand Yes $0.178 
IE Interconnect - nonprime time characters Thousand Yes $0.088 

 
 
1.1.3 Information Exchange Dial Services  Eligible  
 PER  Charge Char

                                                      
1Expedite is a trademark of International Business Machines Corporation. 
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IE local dial access prime time characters Thousand Yes $0.03
IE local dial access nonprime time characters Thousand Yes $0.01
IE 800 number dial access prime time character surcharge Thousand No $0.03
IE 800 number dial access nonprime time character Thousand No $0.03
IE legacy gateway dial access prime time character Thousand No $0.03
IE legacy gateway dial access nonprime time character Thousand No $0.03
IE secondary node access prime time character surcharge Thousand No $0.09
IE secondary node access nonprime time character surcharge Thousand No $0.09

 
1.1.4 Traveling User Support  Eligible  
 PER  Charges Charge 
IE passthrough surcharge prime time characters Thousand Yes $0.039 
IE passthrough surcharge nonprime time Thousand Yes $0.039 

 
1.1.5 Event Notification  Eligible  
 PER  Charges Charge 
IE event notification, dialout  Each Yes $0.20 
IE event notification, callout  Each Yes $0.10 

 
1.1.6 Archiving  Eligible  
 PER  Charges Charge 
IE archive storage 1 - 365 days, daily characters Thousand Yes $0.0054 

 
1.1.7 Libraries  Eligible  
 PER  Charges Charge 
IE non-searchable library storage, daily characters Thousand Yes $0.00175 
IE searchable library storage, daily characters Thousand Yes $0.00350 
IE searchable library index build, characters Thousand Yes $0.40000 

 
1.1.8 Carbon Copy  Eligible  
 PER  Charges Charge 
IE carbon copy  Each Yes $0.45 

 
1.1.9 EDI Dial Out  Eligible  
 PER  Charges Charge 
IE dial out characters - prime time  Thousand Yes $0.318 
IE dial out characters - nonprime time  Thousand Yes $0.229 

 
1.1.10 Trading Partner Summary Report  Eligible  
 PER  Charges Charge 
IE Trading Partner Summary Report  Each No $25.000 
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1.2 Information Exchange (Global Customers) 
 
1.2.1 Sending and Receiving a Single Message  Eligible  
Message Delivery in 1,000 Character Increments PER  Charges Charge 
Up to 1,000 characters - prime time  Thousand Yes $0.50 
Up to 1,000 characters - nonprime time  Thousand Yes $0.24 
from 1,001 to 100,000 characters - prime time Thousand Yes $0.22 
from 1,001 to 100,000 characters - nonprime time Thousand Yes $0.12 
over 100,000 characters - prime time  Thousand Yes $0.18 
over 100,000 characters - nonprime time  Thousand Yes $0.09 

 
1.2.2 Information Exchange Dial Services  Eligible  
 PER  Charge Char
IE local dial access prime time characters Thousand Yes $0.03
IE local dial access nonprime time characters Thousand Yes $0.01
IE 800 number dial access prime time character surcharge Thousand No $0.03
IE 800 number dial access nonprime time character Thousand No $0.03
IE legacy gateway dial access prime time character Thousand No $0.03
IE legacy gateway dial access nonprime time character Thousand No $0.03
IE secondary node access prime time character surcharge Thousand No $0.09
IE secondary node access nonprime time character surcharge Thousand No $0.09

 
1.2.3 Traveling User Support  Eligible  
 PER  Charges Charge 
IE passthrough surcharge prime time characters Thousand Yes $0.039 
IE passthrough surcharge nonprime time haracters Thousand Yes $0.039 

 
1.2.4 Event Notification  Eligible  
 PER  Charges Charge 
IE event notification, dialout  Each Yes $0.20 
IE event notification, callout  Each Yes $0.10 

 
1.2.5 Archiving  Eligible  
 PER  Charges Charge 
IE Archive storage, 1 - 365 days, daily characters Thousand Yes $0.0054 

 
1.2.6 Libraries  Eligible  
 PER  Charges Charge 
IE Library storage, daily characters  Thousand Yes $0.00175 
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1.2.7 Carbon Copy  Eligible  
 PER  Charges Charge 
IE carbon copy  Each Yes $0.45 

 
1.2.8 EDI Dial Out 
 
1.2.8.1 EDI Dial Out   Eligible  
IE dial out message delivery PER  Charges Charge 
Up to 1,000 characters - prime time  Thousan Yes $0.500 
Up to 1,000 characters - nonprime time  Thousan Yes $0.240 
from 1,001 characters to 100,000 characters, prime time Thousan Yes $0.220 
from 1,001 characters to 100,000 characters, nonprime Thousan Yes $0.120 
over 100,000 characters - prime time  Thousan Yes $0.180 
over 100,000 characters - nonprime time  Thousan Yes $0.090 

 
1.2.8.2 EDI Dial Out surcharge  Eligible  
 PER  Charges Charge 
IE dial out character surcharge - prime time Thousan Yes $0.140 
IE dial out character surcharge - nonprime time Thousan Yes $0.140 

 
1.2.9 Trading Partner Summary Report  Eligible  
 PER  Charges Charge 
IE Trading Partner Summary Report  Each Yes $25.000 

 
1.3  Information Exchange (IE) EDI Feature (withdrawn from marketing) 
 
1.3.1 Sending or Receiving a Message  Eligible  
 PER  Charges Charge 
IE EDI characters  Thousand Yes $0.18 

 
1.3.2 EDI VAN Interconnect  Eligible  
 PER  Charges Charge 
IE EDI Interconnect characters  Thousand Yes $0.18 

 
1.3.3 Information Exchange Dial Services  Eligible  
 PER  Charge Charge 
IE 800 number dial access character surcharge Thousand No $0.039 
IE legacy gateway dial access character surcharge Thousand No $0.039 
IE secondary node access character surcharge Thousand No $0.091 

 
1.3.4 Traveling User Support  Eligible  
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 PER  Charges Charge 
IE passthrough surcharge characters  Thousand Yes $0.039 

 
1.3.5 Event Notification  Eligible  
 PER  Charges Charge 
IE event notification, dialout  Each Yes $0.20 
IE event notification, callout  Each Yes $0.10 

 
1.3.6 Archiving  Eligible  
 PER  Charges Charge 
IE archive storage 1 - 365 days, daily characters Thousand Yes $0.0054 

 
1.3.7 Libraries  Eligible  
 PER  Charges Charge 
IE non-searchable library storage, daily characters Thousand Yes $0.00175 
IE searchable library storage, daily characters Thousand Yes $0.00350 
IE searchable library index build, characters Thousand Yes $0.40000 

 
1.3.8 Carbon Copy  Eligible  
 PER  Charges Charge 
IE carbon copy  Each Yes $0.45 

 
1.3.9 Trading Partner Summary Report  Eligible  
 PER  Charges Charge 
IE Trading Partner Summary Report  Each Yes $25.000 

 
1.4  Web data transfer 
 
�1.4.1 Web data transfer charges  Eligible  
 PER  Charges Charge 
Subscriber registration    Each No $99.00 
Subscription, monthly  Each No $9.95 
Additional million characters storage, monthly Each      No $1.75 
One day archive retrieval  Each      No $25.00 
Restrict trading partner set (1 to 5)  Each      No $50.00 
File delivery 0 to 1,000 characters  Thousand     Yes $0.18 
File delivery 1,001 to 100,000 characters  Thousand     Yes $0.09 
File delivery over 100,000 characters  Thousand     Yes $0.06 

1.5  Forms exchange 
 
1.5.1 Forms exchange charges  Eligible  
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 PER  Charges Charge 
Subscriber registration    Each No $99.00 

Annual subscription, includes 15 documents/month Each No $400.00 
Additional Document send or receive  Each     Yes $2.00 

Monthly subscription, includes 15 Each No $39.95 
Additional Document send or receive  Each      Yes $2.00 

Pay Per document subscription, monthly  Each No $9.95 
Pay per document send or receive  Each     Yes $4.00 

Custom forms access  Each No $5.00 
Transaction activity report  Each No $25.00 
Additional one megabyte storage, monthly Each      No $1.75 
One day archive retrieval  Each      No $25.00 
Restrict trading partner set (1 to 5)  Each      No $50.00 
File delivery 0 to 1,000 characters  Thousand     Yes $0.18 
File delivery 1,001 to 100,000 characters  Thousand     Yes $0.09 
File delivery over 100,000 characters  Thousand     Yes $0.06 

 
1.6  In-network translation 
 
1.6.1.1 In-network translation  Eligible  
Usage price plan PER  Charges Charge 
In-network translation in characters  Thousand      Yes $0.36 

 
 
1.6.1.2 In-network translation  Eligible  
Monthly subscription plans PER  Charges Charge 
Plan 1, up to 8 million characters per month Month       No $2,500.00 
Plan 1, additional character charge Thousand      No $0.31 
Plan 2, up to 17.3 million characters per month Month      No $5,000.00 
Plan 2, additional character charge Thousand      No $0.29 
Plan 3, up to 37 million characters per month Month      No $10,000.00 
Plan 3, additional character charge Thousand      No $0.27 
Plan 4, up to 85 million characters per month Month      No $20,000.00 
Plan 4, additional character charge Thousand      No $0.24 

 
1.6.1.3 In-network translation  Eligible  
EDI VAN Interconnect PER  Charges Charge 
Interconnect - prime time characters Thousand Yes $0.089 
Interconnect - nonprime time characters Thousand Yes $0.044 
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1.6.1.4 In-network translation  Eligible  
Other facilities PER  Charges Charge 
Trading partner registration (1 to 5)  Each No $50.00 
Transaction activity report  Each No $25.00 

 
1.7 Internet data and document exchange   
 

1.7.1 Internet data and document exchange    Eligible  

Monthly subscription plans PER  Charges Charge 

Lite Subscription, monthly Each       No $50.00 

Standard Subscription, monthly Each       No $500.00 

Premium Subscription, monthly Each       No $1,000.00 

Platinum Subscription, monthly Each       No $2,000.00 

Lite Overage Charge (usage over .5 megabytes), 
monthly Megabyte       No $150.00 

Standard Overage Charge (usage over 5 
megabytes), monthly Megabyte       No $50.00 

Premium Overage Charge (usage over 20 
megabytes), monthly Megabyte       No $40.00 

Platinum Overage Charge (usage over 60 
megabytes), monthly Megabyte       No $20.00 

 
1.7.2 Internet data and document exchange  
Client Software Charges   Eligible  

 PER  Charges Charge 

Cyclone Interchange Solo License, annually  Each No $1,200.00 

 
2.0  IBM MQSeries Services 
 
2.1 Queue Manager   Eligible  
 PER  Charges Charge 
Queue Manager Definition  Each No $175.00 

 
2.2 Sending and Receiving   Eligible  
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Charges for sending and receiving each message 
in 1,000 Character Increments PER  Charges Charge 

up to 40,000 characters   Thousand Yes $0.125 
from 40,001 to 100,000 characters  Thousand Yes $0.05 
over 100,000 characters   Thousand Yes $0.03 
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EXHIBIT G 
 

SERVICE LEVEL STANDARDS AND OBJECTIVES 
 
1.0 Processing Facilities Standards 
 
1.1 Environment Availability and Scheduled Hours. 

1.1.1 The CICS Region (and TSO and RMDS Regions where specified) of the Environments shall be 
available for the Scheduled Hours listed in the Table G1-A below for the purpose of measuring 
the Performance Standards. 

 
  TABLE G1-A - Scheduled Hours of On-Line Availability 

Environment Scheduled Hours of On-Line 
Availability 

DMAIN  
   CICS Region 6 a.m. – 6 p.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays* 
   TSO Region 24 hours per day, 7 days per week* 
   RMDS 6 a.m. – 12 midnight, 7 days per week* 
  
TMAIN 6 a.m. – 6 p.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays* 
  
EMAIN 6 a.m. – 6 p.m., Business Days 
  
PMAIN  
   CICS 7 a.m. – 6 p.m., Business Days 
   CICS 7 a.m. – 4 p.m., Saturdays 
   TSO 24 hours per day, 7 days per week* 
   RMDS 7 a.m. – 6 p.m., Business Days 
   RMDS 7 a.m. – 4 p.m., Saturdays 
  
WEB  
   Production WEBSRP 24 hours per day, 7 days per week* 
   Development WEBSRD 6 a.m. – 12 a.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays 
   Test WEBSRT 6 a.m. – 6 p.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays 

*Times listed are exclusive of Maintenance Windows. 

 
1.1.2 IBM shall perform the Processing Services in accordance with the Availability Performance Standard 

for each Environment set forth in Table G1-B.  IBM shall use InfoMan tools to measure and track 
Availability.  Availability for the Environments includes communications network technologies ("CNT") 
from the Lansing based channel extender to Boulder, Colorado.  Downtime is measured from the time a 
problem record is opened and the outage has been coded. 

 
TABLE G1-B – Environment Availability 

 
 
Environments 

 
Weighting 

Factor 

 
Performance 

Standard 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 
    

DMAIN   
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  CICS Region 0.X 99.5% 99.0% 99.8% 
     
  TSO Region 0.X 99.5% 99.0% 99.8% 
     
  RMDS 0.X 99.5% 99.0% 99.8% 
     
TMAIN 0.X 99.5% 99.0% 99.8% 
     
EMAIN 0.X 99.5% 99.0% 99.8% 
     
PMAIN     
  CICS Region* 0.X 99.5% 99.2% 99.8% 
     
  TSO Region 0.X 99.5% 99.2% 99.8% 
  RMDS 0.X 99.5% 99.2% 99.8% 
     
IMAIN 0.X 99.5% 99.0% 99.8% 
     
WEBSRP 0.X 99.6% 99.4% 99.8% 
WEBSRT 0.X 98.7% 98.5% 98.9% 
WEBSRD 0.X 98.0% 97.8% 98.2% 

*The CICS Region of PMAIN shall not be considered available for use by the State’s end users when any of 
the FACS Application Software is not available for use by the State’s end users at the point of interface to the 
State’s network (i.e., CNT). 

 
1.2 On-Line Response Time.  IBM Global Services shall perform the Processing Services in accordance 

with the On-line Response Time Performance Standard for each Environment set forth in table G1-C 
and the Service Levels Objectives set forth in Table G1-D.  The SMF tool shall be used to measure and 
track On-Line Response Time. 
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TABLE G1-C - On-Line Response Time 
 
 

Environments 

 
Weighting 

Factor 

 
Performance 

Standard 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 
  Response Time  - Cumulative Transactions  
DMAIN    
  CICS Region 0.X <0.5 sec-85% 

<1.0 sec-90% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-75% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
  TSO Region* 0.X <0.5 sec-88% 

<1.0 sec-95% 
<1.5 sec-97% 
<3.0 sec-99% 

<0.5 sec-82% 
<1.0 sec-92% 
<1.5 sec-94% 
<3.0 sec-96% 

<0.5 sec-92% 
<1.0 sec-97% 
<2.0 sec-99% 
<3.0 sec-99.5% 

     
TMAIN 0.X <0.5 sec-85% 

<1.0 sec-90% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-75% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
EMAIN 0.X <0.5 sec-90% 

<1.0 sec-92% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-80% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
PMAIN     
  CICS Region 0.X <0.5 sec-91% 

<1.0 sec-93% 
<2.0 sec-95% 
<3.0 sec-97% 

<0.5 sec-85% 
<1.0 sec-91% 
<2.0 sec-93% 
<3.0 sec-95% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
  TSO Region 0.X <0.5 sec-88% 

<1.0 sec-95% 
<1.5 sec-97% 
<3.0 sec-99% 

<0.5 sec-82% 
<1.0 sec-92% 
<1.5 sec-94% 
<3.0 sec-96% 

<0.5 sec-92% 
<1.0 sec-97% 
<2.0 sec-99% 
<3.0 sec-99.5% 

     
*CICS response times will be measured using CICS 110 records and will reflect host response time.  CICS 
transactions identified and mutually agreed upon by the Parties are being long running (the “Long Running 
CICS Transactions”) will not be measured in the calculation of the On-Line Response time Performance 
Standard.  The list of CICS transactions that are deemed Long Running CICS Transactions shall be 
recorded in a separate writing which may be updated from time to time upon mutual agreement of the 
Parties. 
 

*On-Line Response Time for TSO Regions shall be measured as TSO trivial host response time 
(Performance Group 2, Period 1.).  TSO response times will be measured using RMF 72 records and will 
reflect host response time. 
 
Any new transaction which results from the promotion into production of the FACS Application Software 
will not be measured in the calculation of the On-Line Response Time Performance Standard for a period 
of thirty (30) days following the first instance of such transaction.  At the end of such period such 
transaction shall continue to be excluded from the calculation of the On-Line Response Time 
Performance Standard if:  (i) such transaction is deemed to be a Long Running CICS Transaction by 
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mutual agreement of the Parties; or (ii) such transaction is in a TSO Region and is deemed by mutual 
agreement of the Parties to have a status analogous to a Long Running CICS Transaction. 

 
TABLE G1-D – On-Line Response Time 

 
Environment 

Service Level* Objective

  
WEBSRP < 3.0 sec. – 95% 
*includes only response of the following four (4) WEBSRP  transactions, 

combined, over a one calendar month period. 
 
1.  Websrp_payee 
2.  Websrp_forms 
3.  Websrp_home 
4.  Websrp_logon 

 
1.3 Network Response Time.  IBM Global Services shall perform the Processing Services in accordance 

with the Network Response Time Performance Standard measured as the network response time from 
the MVS host in Boulder, Colorado to the Lansing based channel extender and back to the MVS host.  
The Network Response Time Performance Standards are set forth in Table G1-E. 

 
TABLE G1-E – Network Response Time 

Environments 
 

Weighting 
Factor 

Performance 
Standard 

Minimum  
Performance 

Standard 

Incentive 
Performance 

Standard 
Average Network 
Response Time 

0.X <0.125 sec <0.15 sec 
 

<0.1 sec 

 
1.4 Off-Line Batch Processing 

 
1.4.1 All scheduled output from normal nightly batch processing shall be delivered to the specified State end 

user in the manner elected by such end user.  For the purposes of this Section 1.4.1, the term 
“delivered” shall mean with respect to end users who are connected to the MAIN Application Software 
via the Internetwork and who elect to receive their output in electronic format, IBM Global Services shall 
have such output available by 7 a.m. each Business Day. 

 
1.4.2 IBM Global Services shall initiate production “on-request” jobs within two (2) hours of receipt of 

a request, subject to the design limitations of the MAIN Application Software.  Subject to the 
design limitations of the MAIN Application Software, in no case shall initiation of such 
processing be delayed beyond the current night’s batch processing cycle. 

 
1.5 Completion Times for Critical Batch Jobs 

1.5.1 IBM Global Services shall perform the Processing Services in accordance with the Performance 
Standards set forth in Table G1-F and Service Level Objectives set forth in Table G1-G.  For 
purposes of this section 1.5, a “Missed Completion” is defined as a designated batch job 
completing beyond the specified “Critical Completion Time” as set forth in Table G1-F and G1-
G. 

 
1.5.2 The parties will develop a mutually acceptable tracking and reporting process for the Service 

Level Objectives set forth in Table G1-G. 
 
1.5.3 IBM Global Services shall complete normal nightly batch processing of the MAIN Application 

Software within the batch processing window of 6 p.m. – 7 a.m., Business Days. 
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TABLE G1-F – Completion Times for Critical Batch Jobs 
JOB DESCRIPTION Critical 

Completion 
Time 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 

Weighting 
Factor 

DAFPFTP1 FTP Warrant File to 
Treasury 

3:00 AM <2 Missed 
Completions in 

previous 3 months *

<1 Missed 
Completions in 

previous 3  
months * 

0.X 

DAFPSNDA Send EFT 820 file to 
Bank 

3:00 AM <2 Missed 
Completions in 

previous 3 months *

<1 Missed 
Completions in 

previous 3  
months * 

0.X 

Quantity of Missed Completions is the combined quantity for both Critical Batch Jobs. 
 

TABLE G1-G – Completion Times for Critical Batch Jobs 
JOB DESCRIPTION Critical 

Completion 
Time 

Service Level Objective 

DAFPFTPA Retrieve eInvoice file from IE 5:30 AM <2 Missed Completions in 
previous 3 months 

DAFPRC1A Retrieve EFT 824 advice for 820 
from Bank 

5:15 AM <2 Missed Completions in 
previous 3 months 

DAFP900B Sync Point; on-lines can come up 7:00 AM <2 Missed Completions in 
previous 3 months 

DAFPFTP8 FTP 824 rejections & 997's to 
eInvoice originator 

7:15 AM <2 Missed Completions in 
previous 3 months 

DAFPSACA Send EFT 831 file to Bank 9:15 AM <2 Missed Completions in 
previous 3 months 

DAFPRC2A Retrieve EFT 827's & 824's advice 
for 831 from Bank 

10:40 AM <2 Missed Completions in 
previous 3 months 

DAFP491P Distributes pre-ICPY reports to 
RMDS 

2:30 PM <2 Missed Completions in 
previous 3 months 

DAFP491I Distributes ICPY reports to RMDS 4:30 PM <2 Missed Completions in 
previous 3 months 

DAFP491 Distributes reports to RMDS 7:00 AM <2 Missed Completions in 
previous 3 months 

DAFP491M Distributes Month-end report cycle 
reports to RMDS 

1:00 PM <2 Missed Completions in 
previous 3 months 

DAFP491E Distributes Expedite Cycle reports to 
RMDS 

1:45 PM <2 Missed Completions in 
previous 3 months 

 
1.6 Daily BRS Backup Tapes 
 

IBM Global Services shall ensure that Business Recovery Services (BRS) Backup Tapes are 
prepared and moved to the off-site storage facility on a daily basis per the mutually agreed schedule.
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EXHIBIT H1 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H1 – Monthly CPU Usage - Prime 
             

Monthly CPU Usage-Prime 
(9021-340) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

996 to 1,055 $259.78 $256.58 $248.97 $238.15 $230.94 $224.50 $216.29 $209.34 $205.28 $192.78 
936 to 995 $265.78 $262.50 $254.72 $243.65 $236.27 $229.68 $221.28 $214.17 $210.01 $197.23 
876 to 935 $272.57 $269.21 $261.22 $249.87 $242.30 $235.55 $226.94 $219.64 $215.38 $202.27 
816 to 875 $280.32 $276.86 $268.65 $256.98 $249.19 $242.25 $233.39 $225.88 $221.50 $208.02 
756 to 815 $289.26 $285.69 $277.22 $265.17 $257.14 $249.97 $240.83 $233.08 $228.56 $214.65 
696 to 755 $299.67 $295.98 $287.20 $274.72 $266.39 $258.97 $249.50 $241.48 $236.79 $222.38 
636 to 695 $311.96 $308.12 $298.98 $285.98 $277.32 $269.59 $259.74 $251.38 $246.51 $231.50 
576 to 635 $326.69 $322.66 $313.10 $299.49 $290.42 $282.32 $272.00 $263.25 $258.14 $242.43 
516 to 575 $344.66 $340.41 $330.32 $315.96 $306.39 $297.85 $286.96 $277.73 $272.34 $255.76 
456 to 515 $367.07 $362.55 $351.79 $336.50 $326.31 $317.21 $305.62 $295.79 $290.05 $272.39 
396 to 455 $395.80 $390.92 $379.33 $362.84 $351.85 $342.04 $329.54 $318.94 $312.75 $293.71 

Inflation Sensitivity is 70% 
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March 1, 1999 
 
 
Mr. Douglas M. Johnson 
Contract Administrator  
Department of Management and Budget-MAIN 
State of Michigan 
300 S. Washington 
Lansing, MI  48909 
 
Dear Mr. Johnson: 
 
Subject: Conversion Factor for CPU Normalization 
 
Per the attached analysis, IBM Global Services would like to change the CPU normalization for the IBM 
9672-R26 from 4.4232 to 4.143 effective with the December 1998 invoice. 
 
Please indicate your concurrence with a counter-signature below and returning a copy to us. 
 
If you have any questions, please feel free to contact me. 
 
Sincerely, 
 
 
 
/s/William T. Ruddock 
Project Executive 
 
Enclosure 
 
cc: Robert Hanna 
 Linda Pigue 
 Carolyn Wesner  
 
 
On behalf of the State of Michigan, the undersigned hereby concurs with the above: 
 
____________________________________________ Date: _____________ 
/s/Douglas M. Johnson, Contract Administrator – MAIN

 
IBM Global Services 

International Business Machines Corporation 
Knapps Office Centre 
300 S. Washington, Lower Level 
Lansing, MI  48909 
1-517-373-0233 
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Analysis of Conversion Factor CPU Hours, State of Michigan – MAIN 
 

Purpose 
The purpose of this document is to outline the justification to change the Conversion Ratio for CPU 
normalization from 4.4232 to 4.143. 
 

Background 
The State of Michigan MAIN contract requires that we report to the State of Michigan their CPU usage, 
normalized to 340-Hours.  This usage then becomes the bases which IBM uses to charge the State of 
Michigan for CPU usage.  IBM Global Services and the State agreed in January 1994, during the 
development of OS-25, Monthly Formal Service Level Compliance and Reporting, that SRM constants 
published by IBM would be used to convert from the processor we are running on to the 340-Hours. 
Since the contract began, IBM Global Services has changed processor models four times and each 
time this methodology has yielded satisfactory conversion.   
On November 29, 1998, IBM Global services moved the MAIN-FACS workload from an IBM ES/9000-
962 to an IBM 9672-R26.  We utilized the SRM constant as our conversion factor.   The State and IBM 
Global Services noted that CPU consumption appeared to increase without an apparent increase in 
workload in December.  Further review of January data revealed that the CPU in 340-hours converted 
with the SRM constant ratio appeared to be overstated.   
The purpose of this document is to establish a new conversion ratio to be used.  We will look at two of 
the largest workloads from the State  of Michigan MAIN-FACS systems and establish conversion 
factors for each workload.  We will then “normalize” the factor to establish a constant cost conversion. 

 
Workload 1 – SMPCICS/SMPAOR1 

IBM Global services has been tracking CPU usage driven by the online environment since October 
1994.  We have also tracked the number of CICS transactions executed per month.  This allows for the 
review of a simple ratio: CPUSeconds/CICS Transaction.  This ratio has remained relatively stable over 
the past year although fluctuations do occur.  See Table 1. 
TABLE 1 

Year Month # of CICS 
Transactions 

SMPCIC
S

340 
Hours

SMPA0R1
340 Hours

Total
340 Hours

Total 
340 

Seconds 

340 
Sec/ 

CICS 
Trans 

97 Oct 7,359,984 210.04 137.8 347.84 1,252,224 0.1701 
97 Nov 5,415,787 144.43 81.51 225.94 813,384 0.1502 
97 Dec 5,550,672 157.66 88.71 246.37 886,932 0.1598 
98 Jan 5,445,856 152.94 98.87 251.81 906,516 0.1665 
98 Feb 5,227,326 137.76 84.68 222.44 800,784 0.1532 
98 Mar 5,912,417 168.09 101.53 269.62 970,632 0.1642 
98 Apr 5,833,022 161.87 96.42 258.29 929,844 0.1594 
98 May 5,325,188 143.01 85.59 228.60 822,960 0.1545 
98 Jun 6,155,060 175.56 96.43 271.99 979,164 0.1591 
98 Jul 6,024,640 168.29 98.50 266.79 960,444 0.1594 
98 AUG 6,056,548 180.46 98.09 278.55 1,002,780 0.1656 
98 Sept 6,995,935 200.99 120.70 321.69 1,158,084 0.1655 
98 Oct 7,528,777 194.04 130.61 324.65 1,168,740 0.1552 
98 Nov 5,769,996 146.87 82.94 229.81 827,316 0.1434 
98 Dec 5,522,114 158.72 90.07 248.79 895,644 0.1622 
99 Jan 5,153,332 155.91 92.84 248.75 895,500 0.1738 
99 Feb* 4,042,682 188.72 679,392 0.1681 

* Month to date 2/23/99 
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Looking at the attached chart the CPU seconds / CICS transaction increased about 5% over historical 
average. 
In other words, if our conversion ratio were to be reduced by 5% the CPU usage per transaction would 
be .1541 for December, .1651 for January and .1597 for February.   This usage would be right in line 
with our historical rates and match closely to the same period a year ago. 
So it would appear that a 5% correction factor for the online workload would be accurate. 

 
Workload 2 – DAFP* jobs 

The work performed by the DAFP* jobs for the State of Michigan is very significant and represents a 
large percentage of the off prime CPU consumption.  Unfortunately the DAFP* jobs vary significantly in 
the work they perform on a day to day basis.  About the only metric which offers some way to compare 
the workload is total CPU consumed as compared to the number of execute channel programs 
(EXCPs).  The assumption here is that the number of EXCPs should be related to some degree to the 
amount of CPU consumed. 
This metric has not been tracked over a long period of time to determine if it remains relatively 
constant.  We did look at the months of October, November, December 1998 and January 1999 to see 
what the relationships might be.  See Table 2. 
TABLE 2 
DAFP* Jobs from State of 
Michigan 
Year Month 340 CPU 

Seconds 
EXCP EXCP/

CPU 
Second

99 Jan 1,552,366 71,467,141  46.03756 
98 Dec 1,727,191       77,227,237  44.71262 
98 Nov 1,351,213       68,072,352  50.3787 
98 Oct 1,715,566       83,947,020  48.933  
A quick glance at the above chart shows that the number of EXCPs per CPU second dropped from 
November to December, the time of the conversion.  In this work load an 8% correction would be 
necessary to bring the EXCP/CPU seconds in line.   
 
In other words, if the conversion ratio was reduced by 8% the EXCPs/ CPU Second would go to 48.601 
in December and 50.041 in January and bring this metric in line with our November and October 
historical numbers. 

 
Conclusion 

We have seen by looking at two workloads that the conversion ratio should be reduced between 5% 
and 8%.  IBM Global Services would like to utilize a single conversion ratio for all workloads.  IBM 
Global Services proposes that we adjust this in such a way as to hold the “total cost” constant 

 

What we mean by this is that we should convert all workloads by a factor such that the total cost 
remains constant for the State if the workloads don’t change significantly. 

 

A couple of constants will be needed to complete our analysis: 1) Historically 40% of our workload done 
during prime shift; and 2) the current unit CPU cost is $221 for prime and $119 for off prime. 

 

Since workload 1 is primarily a prime workload and since workload 2 is an off prime workload the 
following formula will be used: 
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Constant Cost Factor*(Percent Prime*Prime Cost+Percent*Off Cost) = 

Percent Prime*Prime Cost* (1- Prime Conversion Factor) + Percent Off Prime*Off Prime Cost*(1-Off 
Prime Conversion Factor) 

Constant Cost Factor*(.4*221+.6*119) = .4*221*(1-.05) + .6*119*(1-.08) 

Constant Cost Factor = 93.67% 

Our Current Conversion  ratio is 4.4232 

Our proposed Conversion ratio would be 4.4232*93.67% = 4.143 

If this conversion ratio is acceptable to the State, IBM Global Services will re-calculate the CPU usage 
back to December 1, 1998 and provide the State with a single adjustment to our current invoice. 
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EXHIBIT H11 
 

WEIGHTING FACTORS 
 

Service Element Weighting Factor 
  

Environment Availability  
 PMAIN – CICS Region .20 
 PMAIN – RMDS Region .05 
 TMAIN – CICS Region .05 
 WEBSRP .25 
 WEBSRT .05 

  
On-Line Response Time  
 PMAIN – CICS Region .25 

  
Critical Batch Jobs  
 DAFPFTP1 and DAFPSNDA Jobs .15 

  
TOTAL 1.00 
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EXHIBIT H2 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H2 – Monthly CPU Usage – Off-Prime 
             

Monthly CPU Usage-Off-
Prime (9021-340) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

1,480 to 1,569 $129.20 $121.93 $116.19 $113.11 $109.16 $105.65 $101.85 $97.93 $94.13 $88.13 
1,390 to 1,479 $131.98 $124.56 $118.69 $115.55 $111.52 $107.93 $104.05 $100.05 $96.16 $90.03 
1,300 to 1,389 $135.14 $127.54 $121.53 $118.31 $114.19 $110.51 $106.54 $102.44 $98.46 $92.19 
1,210 to 1,299 $138.75 $130.95 $124.78 $121.47 $117.24 $113.47 $109.38 $105.18 $101.09 $94.65 
1,120 to 1,209 $142.92 $134.88 $128.53 $125.12 $120.76 $116.88 $112.67 $108.34 $104.12 $97.49 
1,030 to 1,119 $147.79 $139.48 $132.90 $129.39 $124.87 $120.86 $116.51 $112.03 $107.67 $100.81 
940 to 1,029 $153.55 $144.91 $138.08 $134.43 $129.74 $125.57 $121.05 $116.39 $111.87 $104.74
850 to 939 $160.46 $151.44 $144.30 $140.48 $135.58 $131.22 $126.50 $121.63 $116.90 $109.46
760 to 849 $168.93 $159.42 $151.91 $147.89 $142.73 $138.14 $133.17 $128.05 $123.07 $115.23
670 to 759 $179.52 $169.42 $161.44 $157.17 $151.69 $146.81 $141.52 $136.08 $130.79 $122.46
580 to 669 $193.17 $182.31 $173.72 $169.12 $163.22 $157.97 $152.28 $146.43 $140.73 $131.77

Inflation Sensitivity is 70% 
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EXHIBIT H3 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H3 – DASD GB-Months 
             

DASD GB-Months ($'s per 
GB per Month) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

876 to 925 
$123.5

0 $107.16 $95.96 $93.33 $87.07 $80.78 $79.08 $75.84 $74.21 $69.17

826 to 875 
$126.0

0 $109.34 $97.90 $95.23 $88.83 $82.42 $80.68 $77.38 $75.71 $70.57

776 to 825 
$128.8

2 $111.78 $100.09 $97.35 $90.82 $84.26 $82.48 $79.11 $77.41 $72.15

726 to 775 
$132.0

1 $114.55 $102.57 $99.77 $93.07 $86.35 $84.53 $81.07 $79.32 $73.94

676 to 725 
$135.6

6 $117.72 $105.41 $102.52 $95.64 $88.74 $86.86 $83.31 $81.52 $75.98

626 to 675 
$139.8

7 $121.37 $108.68 $105.71 $98.61 $91.49 $89.56 $85.90 $84.05 $78.34

576 to 625 
$144.7

8 $125.63 $112.49 $109.42 $102.07 $94.71 $92.70 $88.91 $87.00 $81.09

526 to 575 
$150.5

8 $130.67 $117.00 $113.80 $106.16 $98.50 $96.42 $92.48 $90.48 $84.34

476 to 525 
$157.5

4 $136.71 $122.41 $119.06 $111.07 $103.05 $100.88 $96.75 $94.67 $88.24

426 to 475 
$166.0

5 $144.09 $129.02 $125.49 $117.06 $108.62 $106.32 $101.98 $99.78 $93.00

376 to 425 
$176.6

8 $153.31 $137.28 $133.53 $124.56 $115.57 $113.13 $108.51 $106.17 $98.96
Inflation Sensitivity is 70% 
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EXHIBIT H4 
 

RATE CARDS AND PRICING 
 
 

 
EXHIBIT H4 – Tape Mount 

             

Tape Mounts  (Price Per 
Mount per Month) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

7,800 To 8,299 $2.38 $2.13 $2.05 $1.93 $1.85 $1.77 $1.60 $1.48 $1.37 $1.28 
7,300 to 7,799 $2.42 $2.16 $2.08 $1.96 $1.88 $1.80 $1.63 $1.51 $1.39 $1.30 
6,800 to 7,299 $2.47 $2.21 $2.12 $2.00 $1.92 $1.83 $1.66 $1.54 $1.42 $1.33 
6,300 to 6,799 $2.52 $2.25 $2.17 $2.05 $1.96 $1.88 $1.70 $1.57 $1.45 $1.35 
5,800 to 6,299 $2.58 $2.31 $2.22 $2.10 $2.01 $1.92 $1.74 $1.61 $1.49 $1.39 
5,300 to 5,799 $2.66 $2.38 $2.29 $2.16 $2.07 $1.98 $1.79 $1.66 $1.53 $1.43
4,800 to 5,299 $2.75 $2.46 $2.37 $2.23 $2.14 $2.05 $1.85 $1.72 $1.58 $1.48 
4,300 to 4,799 $2.86 $2.56 $2.46 $2.32 $2.23 $2.13 $1.93 $1.79 $1.65 $1.54 
3,800 to 4,299 $3.00 $2.68 $2.58 $2.44 $2.33 $2.23 $2.02 $1.87 $1.73 $1.61 
3,300 to 3,799 $3.18 $2.84 $2.73 $2.58 $2.47 $2.36 $2.14 $1.98 $1.83 $1.71 
2,800 to 3,299 $3.41 $3.05 $2.94 $2.77 $2.65 $2.54 $2.30 $2.13 $1.96 $1.83 

Inflation Sensitivity is 70% 
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EXHIBIT H5 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H5 – Web-CPU Hours 
             

Web CPU Hours  (Price Per CPU 
per Month) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

346 to 376 $168.98 $164.04 $157.86 $155.91 $153.96 $152.02 $148.69 $145.92 $143.70 $129.09 

315 to 345 $175.60 $170.46 $164.04 $162.01 $159.99 $157.97 $154.52 $151.64 $149.33 $134.14 

284 to 314 $183.58 $178.21 $171.50 $169.38 $167.27 $165.16 $161.54 $158.53 $156.12 $140.25 

253 to 283 $193.42 $187.76 $180.69 $178.45 $176.23 $174.00 $170.20 $167.03 $164.49 $147.76 

222 to 252 $205.83 $199.80 $192.28 $189.90 $187.53 $185.16 $181.11 $177.74 $175.04 $157.24 

191 to 221 $221.97 $215.47 $207.36 $204.79 $202.24 $199.69 $195.32 $191.68 $188.76 $169.57 

160 to 190 $243.83 $236.69 $227.78 $224.96 $222.16 $219.35 $214.55 $210.56 $207.35 $186.27 

129 to 159 $275.10 $267.05 $256.99 $253.81 $250.65 $247.49 $242.07 $237.56 $233.95 $210.16 

98 to 128 $323.53 $314.06 $302.23 $298.50 $294.78 $291.05 $284.69 $279.38 $275.13 $247.16 

82 to 97 $382.60 $371.40 $357.42 $353.00 $348.60 $344.19 $336.67 $330.39 $325.37 $292.28 

66 to 81 $444.43 $431.42 $415.18 $410.04 $404.93 $399.82 $391.07 $383.79 $377.95 $339.52 

56 to 65 $518.75 $503.57 $484.61 $478.61 $472.65 $466.68 $456.47 $447.97 $441.15 $396.29 

             

Inflation Sensitivity is 70% 
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EXHIBIT H6-1 
 

ANNUAL 
APPLICATION DEVELOPMENT AND MAINTENANCE PRICING TABLES 

 
EXHIBIT H6-1 – Core Support Resources 

 
 

Currently 
Assigned   Annual Base Annual 

Resource Type Resource Eq H/C* Hours Rate Price 
Core Support Resources       
       
Project Admin Mike Junk 1.00 1,800  
Project Manager Schon 0.70 1,253  
Project Manager  Keating 1.02 1,829  
Project Manager Sharmila Patke 1.02 1,829  
Technical Archetect* Sunit Patke 0.50 900  
Technical Lead/Analyst Reddy 1.00 1,800  
Technical Lead/Analyst Evani 1.06 1,910  
Technical Lead/Analyst Kendall 0.98 1,770  

Technical Speciallist Hatton 0.98 1,770  

Project Manager* Desy 0.50 900  
Tech Spec Singh 1.00 1,800  
Tech Spec Anand 1.00 1,800  
Project Manager Mengwasser 1.00 1,800  

       
Total Core Resources  11.76 21,161 $116 $2,453,647 

      
*Eq H/C = equivalent headcout 
 
Inflation Sensitivity – 100% 
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EXHIBIT H6-2 
 

ANNUAL 
APPLICATION DEVELOPMENT AND MAINTENANCE PRICING TABLES 

 
 

EXHIBIT H6-2 – Additional Resources 
 
 
 

Currently 
Assigned   Annual Base Annual 

Resource Type Resource Eq H/C* Hours Rate Price 
     
Additional Resources      
Technical Specialist I Bingi 0.82 1,471 $85.00  $125,035 
Technical Specialist II Nagarajan 0.82 1,471 $112.00  $164,752 
Technical Specialist II Parthasarathy 0.82 1,471 $112.00  $164,752 
Technical Specialist II Vankayala 0.82 1,471 $112.00  $164,752 
Technical Specialist II Badveli 0.82 1,471 $112.00  $164,752 
Technical Specialist II Kumaresan 0.82 1,471 $112.00  $164,752 
Sr. Project Manager Taylor 0.82 1,471 $130.00  $191,230 
Total Additional Resources  5.72 10,297 $111  $1,140,025 
        
*Eq H/C = equivalent headcout 

 
Inflation Sensitivity – 100% 
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EXHIBIT H6-3 
 

ANNUAL 
APPLICATION DEVELOPMENT AND MAINTENANCE PRICING TABLES 

 
 

EXHIBIT H6-3 – Application Support Per Hour Charge 
 

Application Support                     
Per Hour Charge 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
Annual Hours Baseline 31,458 31,458 31,458 31,458 31,458 31,458 31,458 31,458 31,458 23,594
Monthly Hours 2,622 2,622 2,622 2,622 2,622 2,622 2,622 2,622 2,622 2,622
Avg Price/Per Hour $114.24 $114.24 $114.24 $114.24 $114.24 $114.24 $114.24 $114.24 $114.24 $114.24
Annual  Est. Price 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 2,695,254

Inflation Sensitivity – 100% 
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EXHIBIT H6-4 

 
ANNUAL 

APPLICATION DEVELOPMENT AND MAINTENANCE PRICING TABLES 
 

 
EXHIBIT H6-4 – Pricing Table for Additional Resources 

 

Pricing Table for Additional 
Resources 

Skill Description 
Base Year 
Sell Price 

Enterprise Application Consulting $250.00 
Strategic IT Architect $230.00 
Consulting Programmer/Analyst $205.00 
Application Manager $140.00 
Senior Programmer/Analyst $160.00 
Strategic IT Consulting $160.00 
BPR Consulting $160.00 
Senior Project Manager $130.00 
Senior DBA $125.00 
Web/Java Developer $140.00 
Technical Specialist I $85.00 
Technical Specialist II $112.00 
Advisory Programmer/Analyst $120.00 
Senior Data Analyst/Designer $125.00 
Project Manager $110.00 
Web/Java Administrator $115.00 
Programmer/Analyst $95.00 
Junior Data Analyst/Designer $95.00 
Junior DBA $90.00 
Junior Programmer/Analyst $85.00 

Inflation Sensitivity – 100% 
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EXHIBIT H7 
 

RATE CARDS AND PRICING 
 
 

TABLE H7 – Business Recovery Services 
 

Business Recovery Services                     
Monthly Charge 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
Months 12 12 12 12 12 12 12 12 12 9
Price/Per Month $33,342 $33,342 $33,342 $33,342 $33,342 $33,342 $33,342 $33,342 $33,342 $33,542

Inflation Sensitivity 50% 
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EXHIBIT H8-1 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H8-1 – FEDI Network Support 
 

FEDI Network Support                     
Monthly Charge 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
# of Months 12 12 12 12 12 12 12 12 12 9
Price/Per Month $8,506 $8,506 $8,506 $8,506 $8,506 $8,506 $8,506 $8,506 $8,506 $8,331

Inflation Sensitivity 20% 
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EXHIBIT H8-2 

 
TERMINATION CHARGES 

 
 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
$48,552 $42,526 $32,941 $24,055 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 
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EXHIBIT H9-1 
 

Uncaptured

System Services

Service Provider
Usage

Application Hours

Up Time - Wait Time = Busy Time
Busy Time - Captured Time = Uncaptured Time

Base MVS components
-GRS, SMS/DFP, VLF...

System monitoring products
- Omegamon, RMF, NPM...

JES and system-wide print drivers
- JES2/3, PSF, VPS...

System network services
- VTAM, Netview, Multi-session S/W, MVS, TCP/IP...

System automation products
- Schedulers, Tape management, AutoOps (Netview, AOC)...

System Storage management
- DASD backup/recovery and space management (DFHSM...)

System programmer & operator TSO id's and batch jobs
System programmer test systems
Contract data collection and reporting
IBM-caused lost time over threshold

Customer TSO id's & batch jobs
All DB/DC/DBMS-associated address spaces

- CICS, IMS, DB2, etc.
Application-driven backups
Application development and maintenance

MVS Application Hours
-Low Level Definition -
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EXHIBIT H9-2 
 
 

System Services

Service Provider
Usage

Application
Gigabytes

System product libraries
Page space
Spool space (JES)
Catalogs
System parameter & control datasets

System maintenance and DLIB volumes
System management database (Info. Management...)
Scheduler database (OPC...)
Contract measurement & billing databases (SLR, SMF...)
Console logs
IBM employee datasets
System programmer test systems

Application databases
Application source and load libraries
Application recovery logs
Customer employee datasets
HSM migration space
Application work files
Sort work space
Application development and maintenance usage

MVS Peak Allocated Application
Gigabytes

-Low Level Definition -
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EXHIBIT I 
 

DISPOSITION OF CONTRACT DOCUMENTS 
 
 

The following documents are open and remain in effect: 
 

Change 
Order 

Number  Description 
   

170  Provide 4th Renewal Term for MIDB Ops Services through 9/30/03 
175  Network Consultant/Analyst (Owen) 
181  Maintenance of MAIN security  
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EXHIBIT J 
 

CHANGE AUTHORIZATION FORM 
 

Change Authorization Order 
for the 

Contract for Technology Services 
 

Contract Number 071B4000144 
 

Change Authorization Order Number _______ 
 
I. Effect on Contract 
 This Change Authorization Order (the “Order”) is subject to all terms and conditions of the Contract for 

Technology Services (the “Contract”) between the State of Michigan and IBM Global Services dated 
December 1, 1993, and is issued in accordance with Section 2.1 of the Contract.  Except as expressly 
specified in this Order, all terms and conditions of the Contract shall remain in full force and effect upon 
execution of this Order.  This Order is not valid until it is executed in accordance with Section 2.1 of the 
Contract.  In the event of any inconsistency or ambiguity between the terms and conditions of this 
Order and the terms and conditions of the Contract, the terms and conditions of this Order shall control. 

 
II. Description of Change 

[This section should specify whether the change is a modification to or deletion of an existing Payment 
Deliverable, or a new Payment Deliverable.  Additionally, this section should describe, among other 
things, the effect of this Order on amounts payable under the Contract, the Deliverables to be produced 
and the schedule for delivery.] 
 

III. State Authorization 
Check one: 
__ This Order shall be performed for the benefit of [AGENCY NAME] (the “Authorizing Agency”) 

and all amounts to be paid to IBM Global Services pursuant to this Order shall be paid solely 
from funds available to the Authorizing Agency.  IBM Global Services hereby acknowledges that 
the Authorizing Agency is a Party to the Contract solely with respect to this Order and shall have 
the right to enforce the terms and conditions of this Order and the Contract (insofar as they 
apply to this Order) in its own name directly against IBM Global Services.  This Order is not 
valid until signed by an authorized representative of the Authorizing Agency and by the 
Purchasing Director. 

 
__ This Order shall be performed for the benefit of the DMB and is not valid until signed by the 

Purchasing Director or a designated representative.  
 

IV. Attachments. 
[Attached to this Order should be detailed schedules documenting the nature of the changes, including, 
as appropriate, updated versions of any of the Attachments to any of the Schedules to the Contract that 
are affected by the changes contemplated by this Order.] 
 

IBM Global Services 
By: _________________________________ 
Title: _________________________________ 
Date: _________________________________ 
 
Authorizing Agency 
By: _________________________________ 
Title: _________________________________ 
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Date: _________________________________ 
 
Department of Management and Budget 
By: _________________________________ 
Title: _________________________________ 
Date: _________________________________ 
 
 
 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 ACQUISITION SERVICES June 7, 2002 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 CHANGE NOTICE NO. 72 
 TO 
 CONTRACT NO.   071B4000144    
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE  Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 
 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 335-0462 
  Chris Michel 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  --   
Department of Management & Budget 

CONTRACT PERIOD From:  December 1, 1993 To:  December 31, 2011 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
NATURE OF CHANGE (S):   

 
Effective immediately, two programmer/analysts will be provided to computing 
services, MIPC through September 30, 2002 for transition of the UA system.   
 

 
AUTHORITY/REASON: 
 
 Per agency's request from Sue Monroe on 5/9/02 and in accordance with the 

modification clause. 
 
 
INCREASE:   $171,000.00 
 
TOTAL REVISED ESTIMATED CONTRACT VALUE:     $229,730,494.00



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 ACQUISITION SERVICES April 30, 2002 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 CHANGE NOTICE NO. 71 
 TO 
 CONTRACT NO.   071B4000144    
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE  Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 
 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 335-0462 
  Chris Michel 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  --   
Department of Management & Budget 

CONTRACT PERIOD From:  December 1, 1993 To:  December 31, 2011 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
NATURE OF CHANGE (S):   

 
Effective immediately, the attached Exhibit G hereby replaces Exhibit G in CCN 
#70, the negotiated MAIN contract.  Please replace the hard copy and electronic 
copy of this exhibit with the attached.   
 

 
AUTHORITY/REASON: 
 
 Per agency's request from Sue Monroe on 4/26/02 and vendor's approval on 4/15/02 

and in accordance with the modification clause. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $229,559,494.00 
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EXHIBIT G 
 

SERVICE LEVEL STANDARDS AND OBJECTIVES 
 
1.0 Processing Facilities Standards 
 
1.1 Environment Availability and Scheduled Hours. 

1.1.1 The CICS Region (and TSO and RMDS Regions where specified) of the Environments shall be 
available for the Scheduled Hours listed in the Table G1-A below for the purpose of measuring 
the Performance Standards. 

 
  TABLE G1-A - Scheduled Hours of On-Line Availability 

Environment Scheduled Hours of On-Line 
Availability 

DMAIN  
   CICS Region  
 6 a.m. – 4 p.m., Saturdays* 
   TSO Region 24 hours per day, 7 days per week* 
   RMDS 6 a.m. – 12 midnight, 7 days per week* 
  
TMAIN 6 a.m. – 6 p.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays* 
  
EMAIN 6 a.m. – 6 p.m., Business Days 
  
PMAIN  
   CICS 7 a.m. – 6 p.m., Business Days 
   CICS 7 a.m. – 4 p.m., Saturdays 
   TSO 24 hours per day, 7 days per week* 
   RMDS 7 a.m. – 6 p.m., Business Days 
   RMDS 7 a.m. – 4 p.m., Saturdays 
  
WEB  
   Production WEBSRP 24 hours per day, 7 days per week* 
   Development WEBSRD 6 a.m. – 12 a.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays 
   Test WEBSRT 6 a.m. – 6 p.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays 

*Times listed are exclusive of Maintenance Windows. 
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1.1.2 IBM shall perform the Processing Services in accordance with the Availability Performance 
Standard for each Environment set forth in Table G1-B.  IBM shall use InfoMan tools to 
measure and track Availability.  Availability for the Environments includes communications 
network technologies ("CNT") from the Lansing based channel extender to Boulder, Colorado.  
Downtime is measured from the time a problem record is opened and the outage has been 
coded. 

 
TABLE G1-B – Environment Availability 
 
 
Environments 

 
Weighting 

Factor 

 
Performance 

Standard 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 
    

DMAIN   
  CICS Region 0.X 99.5% 99.0% 99.8% 
     
  TSO Region 0.X 99.5% 99.0% 99.8% 
     
  RMDS 0.X 99.5% 99.0% 99.8% 
     
TMAIN 0.X 99.5% 99.0% 99.8% 
     
EMAIN 0.X 99.5% 99.0% 99.8% 
     
PMAIN     
  CICS Region* 0.X 99.5% 99.2% 99.8% 
     
  TSO Region 0.X 99.5% 99.2% 99.8% 
  RMDS 0.X 99.5% 99.2% 99.8% 
     
IMAIN 0.X 99.5% 99.0% 99.8% 
     
WEBSRP 0.X 99.6% 99.4% 99.8% 
WEBSRT 0.X 98.7% 98.5% 98.9% 
WEBSRD 0.X 98.0% 97.8% 98.2% 
*The CICS Region of PMAIN shall not be considered available for use by the State’s end users when 

any of the FACS Application Software is not available for use by the State’s end users at the point of 
interface to the State’s network (i.e., CNT). 

 
1.2 On-Line Response Time.  IBM Global Services shall perform the Processing Services in 

accordance with the On-line Response Time Performance Standard for each Environment set 
forth in table G1-C and the Service Levels Objectives set forth in Table G1-D.  The SMF tool 
shall be used to measure and track On-Line Response Time. 

 
TABLE G1-C - On-Line Response Time 

 
 

Environments 

 
Weighting 

Factor 

 
Performance 

Standard 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 
  Response Time  - Cumulative Transactions  
DMAIN    
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  CICS Region 0.X <0.5 sec-85% 
<1.0 sec-90% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-75% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
  TSO Region* 0.X <0.5 sec-88% 

<1.0 sec-95% 
<1.5 sec-97% 
<3.0 sec-99% 

<0.5 sec-82% 
<1.0 sec-92% 
<1.5 sec-94% 
<3.0 sec-96% 

<0.5 sec-92% 
<1.0 sec-97% 
<2.0 sec-99% 
<3.0 sec-99.5% 

     
TMAIN 0.X <0.5 sec-85% 

<1.0 sec-90% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-75% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
EMAIN 0.X <0.5 sec-90% 

<1.0 sec-92% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-80% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
PMAIN     
  CICS Region 0.X <0.5 sec-91% 

<1.0 sec-93% 
<2.0 sec-95% 
<3.0 sec-97% 

<0.5 sec-85% 
<1.0 sec-91% 
<2.0 sec-93% 
<3.0 sec-95% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
  TSO Region 0.X <0.5 sec-88% 

<1.0 sec-95% 
<1.5 sec-97% 
<3.0 sec-99% 

<0.5 sec-82% 
<1.0 sec-92% 
<1.5 sec-94% 
<3.0 sec-96% 

<0.5 sec-92% 
<1.0 sec-97% 
<2.0 sec-99% 
<3.0 sec-99.5% 

     
*CICS response times will be measured using CICS 110 records and will reflect host response 
time.  CICS transactions identified and mutually agreed upon by the Parties are being long running 
(the “Long Running CICS Transactions”) will not be measured in the calculation of the On-Line 
Response time Performance Standard.  The list of CICS transactions that are deemed Long 
Running CICS Transactions shall be recorded in a separate writing which may be updated from 
time to time upon mutual agreement of the Parties. 
 

*On-Line Response Time for TSO Regions shall be measured as TSO trivial host response time 
(Performance Group 2, Period 1.).  TSO response times will be measured using RMF 72 records 
and will reflect host response time. 
 
Any new transaction which results from the promotion into production of the FACS Application 
Software will not be measured in the calculation of the On-Line Response Time Performance 
Standard for a period of thirty (30) days following the first instance of such transaction.  At the end 
of such period such transaction shall continue to be excluded from the calculation of the On-Line 
Response Time Performance Standard if:  (i) such transaction is deemed to be a Long Running 
CICS Transaction by mutual agreement of the Parties; or (ii) such transaction is in a TSO Region 
and is deemed by mutual agreement of the Parties to have a status analogous to a Long Running 
CICS Transaction. 

 
 
TABLE G1-D – On-Line Response Time 
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Environment 

Service Level* Objective 

  
WEBSRP < 3.0 sec. – 95% 
*Includes only response of the following four (4) WEBSRP transactions, 
combined, over a one calendar month period. 

 
1.  Websrp_payee 
2.  Websrp_forms 
3.  Websrp_home 
4.  Websrp_logon 

 
1.3 Network Response Time.  IBM Global Services shall perform the Processing Services in 

accordance with the Network Response Time Performance Standard measured as the network 
response time from the MVS host in Boulder, Colorado to the Lansing based channel extender 
and back to the MVS host.  The Network Response Time Performance Standards are set forth in 
Table G1-E. 

 
TABLE G1-E – Network Response Time 
Environments 
 

Weighting 
Factor 

Performance 
Standard 

Minimum  
Performance 

Standard 

Incentive 
Performance 

Standard 
Average Network 
Response Time 

0.X <0.125 sec <0.15 sec 
 

<0.1 sec 

 
 
1.4 Off-Line Batch Processing 

 
1.4.1 All scheduled output from normal nightly batch processing shall be delivered to the specified 

State end user in the manner elected by such end user.  For the purposes of this Section 1.4.1, 
the term “delivered” shall mean with respect to end users who are connected to the MAIN 
Application Software via the Internetwork and who elect to receive their output in electronic 
format, IBM Global Services shall have such output available by 7 a.m. each Business Day. 

 
1.4.2 IBM Global Services shall initiate production “on-request” jobs within two (2) hours of 

receipt of a request, subject to the design limitations of the MAIN Application Software.  
Subject to the design limitations of the MAIN Application Software, in no case shall 
initiation of such processing be delayed beyond the current night’s batch processing 
cycle. 

 
1.5 Completion Times for Critical Batch Jobs 

1.5.1 IBM Global Services shall perform the Processing Services in accordance with the 
Performance Standards set forth in Table G1-F and Service Level Objectives set forth in 
Table G1-G.  For purposes of this section 1.5, a “Missed Completion” is defined as a 
designated batch job completing beyond the specified “Critical Completion Time” as set 
forth in Table G1-F and G1-G. 

 
1.5.2 The parties will develop a mutually acceptable tracking and reporting process for the 

Service Level Objectives set forth in Table G1-G. 
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1.5.3 IBM Global Services shall complete normal nightly batch processing of the MAIN 
Application Software within the batch processing window of 6 p.m. – 7 a.m., Business 
Days. 

 
TABLE G1-F – Completion Times for Critical Batch Jobs 

JOB DESCRIPTION Critical 
Completion 

Time 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 

Weighting 
Factor 

DAFPFTP1 FTP Warrant File to 
Treasury 

3:00 AM <2 Missed 
Completions in 

previous 3 months *

<1 Missed 
Completions in 

previous 3  
months * 

0.X 

DAFPSNDA Send EFT 820 file to 
Bank 

3:00 AM <2 Missed 
Completions in 

previous 3 months *

<1 Missed 
Completions in 

previous 3  
months * 

0.X 

* Quantity of Missed Completions is the combined quantity for both Critical Batch Jobs. 
 

TABLE G1-G – Completion Times for Critical Batch Jobs 
JOB DESCRIPTION Critical 

Completion 
Time 

Service Level Objective 

DAFPFTPA Retrieve eInvoice file from IE 5:30 AM <2 Missed Completions in 
previous 3 months 

DAFPRCVA (1) Retrieve EFT 824 advice for 820 
from Bank 

5:15 AM <2 Missed Completions in 
previous 3 months 

DAFP900B Sync Point; on-lines can come up 7:00 AM <2 Missed Completions in 
previous 3 months 

DAFPFTP8 FTP 824 rejections & 997's to 
eInvoice originator 

7:15 AM <2 Missed Completions in 
previous 3 months 

DAFPSACA Send EFT 831 file to Bank 9:15 AM <2 Missed Completions in 
previous 3 months 

DAFPRCVA(2) Retrieve EFT 827's & 824's advice 
for 831 from Bank 

10:40 AM <2 Missed Completions in 
previous 3 months 

DAFP491l-1 Distributes pre-ICPY reports to 
RMDS 

2:30 AM <2 Missed Completions in 
previous 3 months 

DAFP491l-2 Distributes ICPY reports to RMDS 4:30 AM <2 Missed Completions in 
previous 3 months 

DAFP491 Distributes reports to RMDS 7:00 AM <2 Missed Completions in 
previous 3 months 

DAFP491M Distributes Month-end report cycle 
reports to RMDS 

1:00 PM <2 Missed Completions in 
previous 3 months 

DAFP491E Distributes Expedite Cycle reports to 
RMDS 

1:45 PM <2 Missed Completions in 
previous 3 months 

 
1.6 Daily BRS Backup Tapes 
IBM Global Services shall ensure that Business Recovery Services (BRS) Backup Tapes are prepared 
and moved to the off-site storage facility on a daily basis per the mutually agreed schedule.
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AMENDED AND RESTATED CONTRACT NO. 0144-1 

 
 This is the amended and restated version of Contract No. 0144, dated December 1, 1993, as amended 
(“Original Contract”) for technology development and support services, between Integrated Systems Solutions, 
Corp. DBA ISSC, Inc., now known as, International Business Machines Corporation DBA IBM Global Services, 
a New York Corporation authorized to do business in the State of Michigan, (“Contractor” or “IBM”) and the 
State of Michigan acting by its, Department of Management and Budget (“DMB”) for Michigan Administrative 
Information Network (“MAIN”).  The effective date of this amended and restated version of contract No. 0144, 
is February 1, 2002, (the “Effective Date”) and shall be identified as contract No. 0144-1 (“Contract”).  The term 
of this Contract shall be 119 months until December 31, 2011. 
 
3.0 PREAMBLE 
DMB selected Contractor as the commercial vendor for the technology services project contemplated by and 
described generally on the Request for Proposal No. 93-AR0044 (the “RFP”) for MAIN.  
 
The Original Contract, entered between the Parties for the RFP had a term of ten (10) years and is due to 
expire September 20, 2003. 
 
DMB now desires to acquire certain enhanced services, in a manner that supports the current needs of MAIN 
users and provides the cost efficiencies benefits from the current technology market.  Accordingly, the Parties 
have mutually negotiated and agreed to update, amend and restate the Original Contract to properly reflect the 
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negotiations that change the scope of services, pricing, extends the term, and adds benchmarking provisions 
as detailed in Contract No. 0144-1 and its exhibits and attachments.  
 
Contract No. 0144-1 incorporates the existing obligations of the Parties of the Original Contract and deletes 
references to obligations that have been completed, deleted or superceded and which the Parties have agreed 
not to incorporate into Contract No. 0144-1. 
 
1.1  Categories of Services 

Overview.  In general, the Services will be comprised of the following categories of Services, as 
described below:  (i) the Mainframe Processing Services; and (ii) the E-Business Environment,  (iii) 
FEDI Network Operations, (iv) IE Services, (v) Application Development and Maintenance Services, 
and (vi) Business Recovery Services. 

 
1.2 Objectives 
The mission of MAIN is to develop, implement and operate a fully integrated, automated financial management 

system for the State.  In order to achieve this mission, the State and IBM Global Services have agreed 
to the following specific goals and objectives for the Services: 

 
(a) IBM Global Services will design the Services based on open systems industry standards in a 

manner conducive to instituting changes, enhancements and modifications with a minimum of 
disruption. 

 
(b) IBM Global Services will provide and manage the Services for the prices stated in Exhibit H in a 

manner that the State expects will significantly control the State’s costs and in a manner that will 
improve the State’s ability to respond to rapidly changing technological environments.  IBM 
Global Services will provide the State with the financial and technological flexibility to allow for 
material changes in volumes, technology base and services.  Specifically, IBM Global Services 
represents that its solution will meet the following pricing objectives of the State: 

 
(1) Deliver significant, long-term operational savings to the State; 

 
(2) Provide predictable charges and easily understood invoices, with no unanticipated price 

increases over time; 
 

(3) Be sufficiently flexible to adapt to changing technology and business needs;  
 

(4) Assure that factors affecting charges to the State will remain within the State’s control;  
 

(5) Be fair and desirable to both Parties;  
 

(6) Preserve the original economics of this Contract over time;  
 

(7) Facilitate simple and easy administration and auditing by the State;  
 

(8) Reflect an appropriate relationship between fixed and variable charges;  
 

(9) Provide IBM Global Services with incentives to:  
 

(i) use resources efficiently; 
 

(ii) implement new technology which will lower charges to the State over time;  
 

(iii) continuously improve quality of the Services; and 
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(iv) implement technology that facilitates, rather than constrains, the State’s 

decisions and strategy;  
 

(10) Provide an equitable allocation between the State and IBM Global Services with respect 
to cost savings and increased costs resulting from changes in technology and the 
State’s business needs; and 

 
(11) Protect the State in the event of unsatisfactory performance by IBM Global Services.  

 
(c) At all times, IBM Global Services’ Services to the State will be of the highest professional 

caliber, will be performed and delivered through the use of proven and efficient technology, and 
will employ cost-effective solutions and high quality product offerings.  IBM Global Services’ 
performance of the Services will meet or exceed each of the Performance Standards specified 
in Exhibit G.  The Parties expect that the Services provided by IBM Global Services will improve 
over time during the Term based on advances in technology, economies of scale and 
efficiencies arising from the use of IBM Global Services as a service provider. 

 
(d) IBM Global Services will work closely and cooperate fully with the State and other service or 

equipment providers of the State to ensure coordination of the Services, including the Hardware 
platforms and Software operated by IBM Global Services, with other State technology, 
administrative or management initiatives. 

 
(e) Upon the expiration or termination of this Contract with respect to any Service for any reason, 

IBM Global Services will cooperate with and assist the State in transferring responsibility for the 
Services provided by IBM Global Services relating to such Service to the State or to another 
vendor selected by the State, with IBM Global Services using its best efforts to avoid disruption 
in service or degradation in the quality, completeness or responsiveness of the Services during 
the transition. 

 
1.3 Construction 
 The statements appearing in this preamble are intended to provide the background for and to be a 

summary to this Contract and are not intended to expand the scope of the Parties' obligations under 
this Contract or to alter the plain meaning of the terms and conditions of this Contract.  

 
However, to the extent the terms and conditions of this Contract do not address a particular 
circumstance or are otherwise unclear or ambiguous, such terms and conditions are to be interpreted 
and construed so as to give full effect to the goals and objectives set forth in this Section 1. 
 
All capitalized terms used in this Contract have the meanings specified in Section 3. 

4.0 DOCUMENT LIST 
The original Contract for Technology Services, Contract Number 0144, dated December 1, 1993, is hereby 
amended and restated by this Contract. 
 
The original Contract for Technology Services was amended four times as described below.  The amendments 
are hereby incorporated and restated by this Contract: 
 

Amendment 1 dated June 8, 1995, which modified terms and conditions, modified the Service Level 
Agreement, and set forth new pricing for services to be provided. 
 
Amendment 2 dated August 25, 1997, which limited Service Incentives to only the value of Service 
Credits received. 
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Amendment 3 dated November 10, 1997, which assigned all of ISSC’s duties and obligations to 
IBM Global Services. 
 
Amendment 4 effective September 2, 1997, which changed the contract limit to $128,082,957. 
 

The following change orders were executed against the original Contract for Technology Services for which all 
responsibilities of both Parties have been fulfilled and are hereby considered closed: 
 

Change 
Order 

Number  Description 
1  Dept of Treasury printers to support printing warrants 
2  Fifth Environment for Agency Testing in R*STARS/ADPICS 
4  Develop/Conduct TCP/IP Class for State Agency Coordinators 
6  Install Router in Olds Plaza in prep for LMAN 

8  

Add Password Mgr to MAIN Security System; Add Spare Parts Inventory for 
Router Maintenance; Remove NetScript on MAIN INMS System 

9  MIDB Pilot Services for Gongwer, EIS, IAT, IP, etc. 
10  UPS - installation of larger system (no cost) 
12  Network equipment to support remote training facilities 
13  Plan & Develop Admn Practices for implementation of MAIN FACS 
14  Plan & Develop Document Acceptance Testing of MAIN FACS 
16  Terminate Outside Training Facilities in SE Michigan 

17  Provide Project Mgmt assistance for installation of out-state training facilities 

18  
Initial Implementation of Printer Project Plan to support MAIN FACS 
applications 

19  Additional DASD for MIDB HP Server 
20  Services for Script and Report Storage Facility 
21  Development of IAT03 Training Materials 
22  Second UniGate/TCP unit for Unisys A17 MAIN HRS system 

23  
Provide assistance to plan, develop, execute, and document acceptance testing 
of MAIN FACS 

24  
Provide assistance to plan, develop, execute, and document acceptance testing 
of MAIN FACS 

25  Install Routers in Olds Plaza and Synoptic Concentrators in Mason Bldg 
26  Install and Support TPNS to support acceptance testing 
27  Support of increased production control and migration 
28  Extension of CO14 - services for Acceptance Testing of MAIN FACS 
29  Design & Install LMAN Phase II 
31  EIS Roll-out Coordination and Training 
32  Integration of ICC with MAP for Windows 
33  Extension of CO26 – TPNS Support for Remote Testing 
34  NewsEdge OS/2 Server and Installation Services 
35  Extension of CO18 - Printer Project to support MAIN FACS 
36  Provide a spare UniGate/TCP system 
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38  Assist with installation of MIDB software 

39  
Assist in verification of system requirements, development of report 
reconciliation procedures, etc., on MAIN FACS 

40  Modifications to MIDB for FACS and HRS data 
41  Procure Sterling Software (Vision: Manage and Enable)  
43  Provide Instructors for IAT01 and IAT03 
44  Extension of CO33 - Additional TPNS Support for Remote Testing 

45  
Provide assistance to plan, develop, execute, and document acceptance testing 
of MAIN FACS 

46  
Provide assistance to plan, develop, execute, and document acceptance testing 
of MAIN FACS 

47  
Provide assistance to plan, develop, execute, and document acceptance testing 
of MAIN FACS 

48  Hardware and Software for Construction of Wave 1 of LMAN, P2 
49  Develop Connection Reports for Unisys Datacenter Consolidation  
52  Setup and Support of IMAIN environment 
53  Extension of CO43 - provide Instructors for IAT01 and IAT03 
54  Configure LMAN Network and Design MIPC Project 

55  Custom Classes:  MVS, TSO/JCL/VSAM, QMF, SQL/DB2, CICS, COBOL II 
58  Additional DISK and DAT for MIDB HP Server 

59  Supplemental Staff to support MIDB and MAIN-Net applications and servers 
61  Implement Phase 3 of LMAN 

63  
Supplemental Staff to support changes to LMAN, Groupwise & Firewall 
administration 

65  Move Network Control Center to new CNOC 

66  Install State-wide Hub for Interdomain e-mail communications (Groupwise) 
67  Provide FAC verification and testing support 
68  Support of Increased Production Control and Migration 
69  Provide Librarian Support 
70  Additional DATs for MIDB HP Server 
71  Upgrade hardware and software for Groupwise Server 
72  Additional project management at CNOC 
73  Provide MIDB DEF assistance 
74  Provide IBM’s Book Manager Read for Windows 
75  Upgrade Hollister Bldg router to include two-port Token Ring 
76  Remove one Unigate Network Analyst 
77  Provide hardware and software maintenance for MIDB server 
78  Add 2 4-MB memory modules to Transportation’s UniGate 
80  Renew UniGate licenses and maintenance 
81  Oracle licenses for HRS and Parallel Query Option for MIDB 
82  Supply HP-9000 as HRS Server 
83  Upgrade MIDB HP 9000 Server 
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84  Provide pager coverage to support OFM requests 
85  Business Impact Analysis for BRS (Boulder) 
86  Modify State’s RMDS environment 
89  Additional DAT tape drive for MIDB HP Server 
90  Maintenance for MIDB workstation software through 11/30/96 
91  Provide additional DISKS for MIDB HP Server 
92  Services to support HRS DCDS HP9000 operations 

93  
Services to assist MAIN FACS with batch and online application 
performance/reporting/verification/testing 

94  LMAN hardware/software maintenance for ‘95/’96 
95  MAIN hardware/software maintenance for ‘95/’96 
97  Upgrade FTP licenses 

98  
Services to assist MAIN FACS with batch and online application 
performance/reporting/verification/testing 

100  Maintenance for MIDB software/hardware through 9/30/97 
101  Maintenance renewal for LMAN and UniGate through 9/30/97 
102  Maintenance renewal for MAIN hardware/software through 9/30/97 
103  Maintenance for DCDS Oracle software through 9/30/97 
104  Maintenance for a Development Environment to support Y2000 
105  Replaces CO92 - services to support HRS DCDS HP9000 operations 
106  Install Palace Guard’s CICS/RACF, v2.2.1 
107  Maintenance for DCDS Server hardware/software through 9/30/97 
108  Maintenance for MIDB workstation software through 11/30/97 
111  Business Impact Analysis for BRS (Knapps) 
113  Maintenance of CTC Bridge to MIDB workstations through 11/30/97 

114  
Services to assist FACS with batch and online application 
performance/reporting/verification/testing 

115  CPU memory upgrades for MIDB HP 9000 T520 server  
116  Maintenance for MIDB & DCDS hardware/software through 9/30/98 
118  Assist to develop BR Plan for Knapps 
119  Maintenance for MIDB workstations through 11/30/98 

120  
Extension of CO59 - Supplemental Staff to support MIDB and MAIN-Net 
applications and servers 

121  Maintenance for MAIN hardware/software through 9/30/98 
122  LMAN/UniGate hardware/software maintenance thru 9/30/98 
123  Remove Print Services from Knapps Centre 
124  Substitute 2  L15-30R Exide receptacles with 2 L21-30R 
125  Replace IAT in MIDB with Oracle DBA specialist 
126  Upgrade software/hardware on Security Server and INMS 
127  Order and Install Compuware products at Boulder Facility 

128  Order, Install, Configure CPU upgrades for HP 9000 T520 DCDS server 
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132  

Extension of CO 114 - Services to assist FACS with planning, developing, 
executing and documenting MAIN FACS verification, testing and performance 
plus Performance Manager and Powerbuilder Manager for DCDS 

133  Order, Install, Configure HP V2250 System as DCDS server 

134  
Provide facility, services to IPL MAIN Dev Sys w/Y2000 date to perform 
application tests 

135  Provide support to HRMN Dev System and Training Admn Server 
137  Manage a Proof of Concept project for OS/390 Data Access 
138  Maintenance and support for MIDB hardware/software thru 9/30/99 
139  Provide EMC hardware/software, support for EDM upgrade 
140  Add two Deltec UPS units 
143  Maintenance and support for MAIN hardware/software through 9/30/99 
144  Maintenance for DMB-OT equipment through 9/30/99 
145  Maintenance for State Police equipment through 9/30/99 
146  Provide systems management services to OCT 
148  Maintenance for MIDB workstation software through 9/30/99 

151  
Order and Install additional EMC drives and cache memory to support 
MIDB/DCDS 

152  Remove Open Reel Tape Drive from Knapps Centre 
153  Maintenance and support for Compuware products through 1/31/00 
154  UniGate/TCP equipment and services for DMB-OCAT 
155  Provide enterprise systems management services to DMB-OCAT 

157  
Assist in Initiating Process Improvements of Application Development Methods 
and Processes 

158  

Extension of CO 132 - Services to assist FACS with planning, developing, 
executing and documenting MAIN FACS verification, testing and performance 
plus Performance Manager and Powerbuilder Manager for DCDS 

160  Extension of CO 125 – Continue services of Oracle DBA specialist 

161  Extension of CO 120 - Provide supplemental staff to support MIDB and DCDS 

162  Replace current CNT configuration with routers in Boulder and Michigan 

165  
Provide a Web Application Server on a 3rd LPAR to support MAIN’s EFT 
project 

166  
Provide project managers/consultants to support MAIN-FACS maintenance 
project and ADE project and support for State’s DCDS development 

167  Maintenance and support for MAIN hardware through 9/30/2000 
168  Provide project managers and developers for e-Business initiatives 
169  Maintenance and support for Compuware products through 3/31/01 

171  
Extend services under CO 158 and 166 - provide project managers/consultants 
to support MAIN, DCDS staffs, ADE consulting and EFT development 
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173  
Provide PowerBuilder resources for DCDS/HRMN Interface Development 
Project 

177  Provide production operations services for HRMN system 
 

The following change orders that were executed against the original Contract for Technology Services are 
open and remain in effect until completed per the terms of each change order: 

 
Change 
Order 

Number  Description 

170  Provide 4th Renewal Term for MIDB Ops Services through 9/30/03  
175  Network Consultant/Analyst  
181  Maintenance of MAIN security Server  

 
The following change orders were executed against the original Contract for Technology Services and are 
hereby incorporated and restated within this Contract: 
 

Change 
Order 

Number  Description 
3  VPS/TCPIP Support and Maintenance 

50  Install, test, benchmark BMC products for SOM 
96  Disaster Recovery Services (Boulder) 

172  Make 3rd LPAR - SOMF - production ready 
176  Establish network connection to the State’s FEDI bank 
180  Maintenance of Compuware Products  

182  Provide assistance on new functionality or enhancements of MAIN FACS 

183  

Provide additional staffing to extend CO 171 and 182 - provide key staffing for 
performance enhancements, output outsourcing enhancements and e-
government projects and DCDS enhancements 

 
Change orders numbered between 1 and 183 not represented above were never executed by the Parties. 
 
As of the Effective Date, all new change orders executed by the Parties will be documented in Exhibit I. 
3.0 DEFINITIONS 
9021-340 Equivalent Application CPU Hours means the number of Application CPU Hours on an IBM 
ES9000/9021-340 single image processor that is equivalent in processing output to the Hours Used for any 
given period, determined using a mutually agreed-upon published conversion formula. 

Actual Uptime means, of the Scheduled Hours, the aggregate amount of time, in any month, during which 
each Region (including without limitation the router from the Lansing based channel extender to Boulder, 
Colorado) is actually available for use by the State’s end users at the point of interface to the State’s network 
(i.e., router).  

Additional Service are services that are requested by the State which IBM Global Services reasonably 
believes are not within the scope of IBM Global Services’ responsibilities and charges as set forth in this 
Contract.  
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Affiliate of a Party means any person or entity that directly or indirectly, through one or more intermediaries, 
controls, is controlled by, or is under common control with such Party.  

Application CPU Hours means the cumulative number of hours of elapsed time the host (i.e., mainframe) 
CPU actually spends running State application-level work during the month (i.e., the actual application program 
processing time), as depicted in Section 7, and measured using the System Measurement Facility (SMF) or 
other mutually agreed-upon facility.  “Application CPU Hours” shall exclude any uncaptured CPU time and any 
CPU hours attributable to system services or service provider usage, as depicted in Exhibit H9-1.  Application 
CPU hours shall be measured and priced separately for Prime Shift and Off-Prime Shift, as reflected in 
Exhibits H1 and H2. 

Application Gigabytes means the peak number of Gigabytes of DASD allocated by or for the State’s 
application-level work during the month, as depicted in Section 7, and measured using DECOLLECT or other 
mutually agreed-upon facility.  “Application Gigabytes” shall exclude any Gigabytes of DASD attributable to 
system services or service provider usage, as depicted in Exhibit H9-2.  

Application Maintenance Manager is a member of the core team of application development and 
maintenance staff.  This individual manages the day-to-day needs of the application development and 
maintenance staff and provides overall accountability and control of the resources assigned to the State of 
Michigan development and maintenance staff.  

Application Software means any Software that processes data for the end user. 

Application Tape Mounts means the total number of mainframe computer tapes mounted by IBM Global 
Services for the purpose of running the State’s application-level work during the month, measured using the 
SMF facility or other mutually agreed-upon facility.  “Application Tape Mounts” shall exclude any tapes 
mounted by IBM Global Services attributable to system services or service provider usage.  

Approved Subcontractor means any IBM Global Services subcontractor that the State has approved to 
perform certain of the Services, as indicated in Exhibit D.  

Availability means Actual Uptime plus Excusable Downtime, divided by Scheduled Uptime.  For purposes of 
determining whether IBM Global Services’ performance meets any availability Standard, IBM Global Services’ 
availability performance shall be measured on a monthly basis for each Region during each month of the 
Term, to be calculated and reported as provided in Section 6.2.1.  

Benchmark Comparators - The representative data set from other outsourced organizations that the 
Benchmarker will use for comparison during the Benchmark Study.  Comparators will be chosen based on the 
guidelines outlined in Section 4.19. 

Benchmark Results - The Benchmarker's written report of the results of the Benchmark Study, including any 
appropriate supporting documentation. 

Benchmark Review Period - means the 30-day period following the State's and IBM's receipt of the 
Benchmark Results during which the State and IBM will review such Benchmark Results. 

Benchmark Study – A measurement process conducted by a qualified third party Benchmarker to objectively 
compare the services, service charges and performance metrics against industry norms and market standards 
to ensure that the State is obtaining pricing and levels of service that are competitive with market rates, prices 
and service levels, given the nature, volume and type of Services provided by IBM.  The study will yield 
Benchmark Results that may be used as a guideline to modify the services, service levels, and pricing 
delivered to the State. 

Benchmarker - means the firm or individual the State and IBM jointly select to conduct the Benchmark Study.  

Business Days means weekdays, Monday through Friday, inclusive, except for holidays observed by the 
State.  

Business Recovery Services (BRS) are those services described in Section 5.6.  
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Business Recovery Services (BRS) Configuration means the machines and equipment which IBM Global 
Services and the State mutually agree are necessary to process the critical elements of the MAIN-FACS 
applications. 

Cause shall have the meaning specified in Section 4.20.1.  

Change Authorization Order or “Change Order” shall have the meaning specified in Section 4.1.2.2.  

Change Order Labor Rates means the fully-loaded hourly labor rates specified in Exhibit H6.2 and H6.4.  
These are the rates that are to be charged to the State for Services performed under a Change Authorization 
Order.  

Fully-loaded hourly rates mean wages, fringes, and travel.  It does not include work stations, facilities, 
telephone, office supplies, etc. 

Cold Site is a facility which includes a raised floor, air conditioning, electrical power, lighting, water cooling, 
and safety and security systems necessary to install IBM Global Services or State of Michigan supplied 
equipment sufficient to process the critical elements of the MAIN-FACS applications at the expiration of the 
permitted duration of Hot Site Services.   

Cold Site Services is the Service by which a Cold Site is made available.  

Commencement Date means, with respect to any category of Services, the date of commencement of the 
Processing Services component of such category of Services or other work. 

Contract means this Contract for Technology Services, including the Exhibits and their Attachments.  

DASD Utilization means a Key Resource Unit, the utilization of which will be measured in Application 
Gigabytes.  One gigabyte equals 1024 x 1024 x 1024 bytes.  

Deliverable means a discrete Work Product to be developed by IBM Global Services and delivered to the 
State in accordance with this Contract.  

Development Project means the Services which IBM Global Services may perform to develop new systems 
or Services, install any necessary equipment, assemble and train staff, develop procedures, and perform 
performance and acceptance testing, as applicable to such Service and as described in the applicable 
statement of work. 

Direct Cost means any direct out-of-pocket expense of IBM Global Services for any equipment, materials, 
supplies, travel, lodging or third Party services provided to or for the State under this Contract, but not 
including any of IBM Global Services’ overhead costs or administrative expenses. 

Disaster is any unplanned interruption of services of information processing at the location where the MAIN-
FACS applications are running which significantly impairs the State’s ability to perform critical functions of the 
MAIN-FACS applications and which, based on the advice of IBM Global Services, is projected to exceed forty-
eight (48) hours. 

Disaster Declaration is defined as the point in time when the State of Michigan, at its sole and reasonable 
discretion, determines that there is a Disaster which will cause an outage of the critical elements of the MAIN-
FACS applications which, based on the advice of IBM Global Services, is projected to exceed forty-eight (48) 
hours. 

Disaster Recovery means the offsite restoration of vital business processes at a Hot Site Recovery Center 
during the immediate post Disaster period.   

Effective Date means February 1, 2002. 

Environment means the CICS, TSO and Report Management Distribution System (“RMDS”) regions of the 
Development Environment (DMAIN) and the Production Environment (PMAIN) and the CICS regions of the 
Acceptance Test Environment (TMAIN), the Training Environment (EMAIN), and the web hosting environments 
WebSRD, WebSRT and WebSRP.  
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Excusable Downtime means of the Scheduled Uptime:  (i) the aggregate amount of time, in any month, 
during which a Region is down due to an excusable failure as specified in Section 4.23 of the Contract (which 
failure is not due to IBM Global Services’ failure to exercise due care including, without limitation, failure to 
provide proper preventive or remedial maintenance for the Software or Hardware); or (ii) downtime to a Region 
deemed Excusable Downtime pursuant to the Excusable Downtime Resolution Process as specified in Section 
6.7.  

Excusable Downtime Resolution Process means the process described in Section 6.7.  

Expedited/Emergency Change means an Expedited or Emergency Change as defined in the Change 
Management Process Guide.  

FACS means the Financial Administrative and Control System as operated by MAIN. 

Hardware means all computers and related attachments, features, accessories, printers, peripheral devices 
and other computer hardware or equipment provided to the State by IBM Global Services under this Contract. 

Host CPU Utilization means the Key Resource Unit, the utilization of which will be measured in Prime Shift 
and Off-Prime Shift Application CPU Hours. 

Hot Site Recovery Center is the location where Business Recovery Services are performed, which include 
both testing and recovery in the event of a Disaster.  A Hot Site Recovery Center includes the equipment in the 
BRS Configuration or equivalent necessary to provide a recovery of all critical MAIN-FACS applications.  This 
Hot Site is located at a Recovery Center.  

Hours Used equals the number of Application CPU Hours (Prime Shift or Off-Prime Shift, as the case may be) 
actually used by the State during a month.  

IBM Global Services Project Executive means the IBM Global Services manager who will have direct day-to-
day responsibility for all aspects of the Services.  The IBM Global Services Project Executive shall be assigned 
full time to perform his or her responsibilities in managing the delivery of the Services and shall be located on-
site in Lansing and shall be assigned overall responsibility for managing the relationship with the State 
contemplated by the Contract, including ultimate responsibility for all aspects of the Services.  

Incentive Performance Standard means the level of performance of the Processing Services which, if met or 
surpassed by IBM Global Services, may allow IBM Global Services to receive a Service Incentive as provided 
in Section 6 and its Exhibits.  

Information Security Controls (also known as IBM document GSD331) means a document used to define 
and document the requirements for mainframe/host and LAN system security as agreed to by IBM and MAIN.  

Key Personnel means the IBM Global Services and subcontractor personnel listed in Exhibit E. 

Key Resource Unit means the representative categories of resources used in the provision of the Processing 
Services, the utilization of which will be tracked and used to determine the Unit Charges due, for which the 
prices include all other resources used in providing the Processing Services. 

Late Delivery means failure by IBM Global Services to make timely delivery of certain Deliverables relating to 
the Development Projects. 

MAIN means the Michigan Administrative Information Network. 

MAIN Application Software means the various financial and accounting applications that constitute part of 
MAIN. 

MAIN Data Center means the IBM Global Services information processing facility in Boulder, Colorado, from 
which the Processing Services are to be provided by IBM Global Services, or any replacement IBM Global 
Services information processing facility approved by the State. 

MAIN Platforms means the Environments. 
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MAIN Software means the Software, the MAIN Application Software, and any other software which the State 
requests IBM Global Services to operate. 

Maintenance Window means the period of time from 2 p.m. - 6 p.m. Sundays or such other time as may be 
agreed to by the Parties. 

MIDB means the Management Information Database. 

Minimum Performance Standard means the level of performance of the Processing Services, which, if not 
met by IBM Global Services, shall cause IBM Global Services to incur Service Credits.  

Monthly Amount means, with respect to any month during the Term of the Contract, an amount equal to the 
sum of all charges and any other amounts payable to IBM Global Services by the State for such month.  

On-line Response Time means the amount of time required by the CICS Region within an Environment (or 
TSO Region in the case of DMAIN and PMAIN) to process a request for information from a State end user.  

Operating Software means any Software used to control computers and/or associated devices and run 
Application Software, including, but not limited to, compilers, utilities, database managers and other 
application-enabling Software. 

Party means either IBM Global Services or the State, as appropriate, and the “Parties” means both IBM Global 
Services and the State.   

Payment Deliverable means a report, preceding or accompanying the monthly invoice for services rendered, 
in a form and at a level of detail approved by the State, documenting the levels (quantities) of Services 
provided, showing the calculations of the invoiced charges and comparing the performance of the Services 
against the applicable Performance Standards.  

Performance Standard means the required level of performance of the Processing Services as further 
specified in Section 6 and its Exhibits. 

Primary Recovery Site:  The Hot Site Recovery Center designated by IBM Global Services to serve the State 
under normal circumstances.  IBM Global Services has the right to revise this designation upon thirty (30) days 
written notice to the State. 

Prime Shift means the hours of 8:00 a.m. through 5:00 p.m. (Eastern Time) Monday through Friday, including 
holidays.  Hours that are not Prime Shift hours shall be referred to as “Off-Prime Shift.” 

Processing Manager means the IBM Global Services manager responsible for all aspects of the delivery of 
the Processing Services. 

Processing Services shall have the meaning specified in Section 5.1 and 5.2. 

Purchasing Director means the individual who is serving as the Purchasing Director of the Office of 
Acquisition Services, Michigan Department of Management and Budget. 

Rate Cards means the rate tables for the Processing Services which show unit prices for levels of utilization of 
the Key Resource Units, as shown in Exhibits H1 through H5. 

Recovery Center is an IBM facility where IBM Global Services provides Business Recovery Services.  IBM 
Global Services may provide Business Recovery Services in a location other than the Primary Recovery 
Center. 

Recovery Site is an IBM facility where Business Recovery Services (sometimes referred to as Disaster 
Recovery Services) are provided. 

Redeemable Service Credits means, with respect to a month in which IBM Global Services meets or 
surpasses the Incentive Performance Standard for a particular category of a Service, the aggregate amount of 
Service Credits paid for that category of Service in the most recent three (3) prior months for which Service 
Credits were assessed for that category of Service; provided, however, that any Service Credits assessed 
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more than twelve (12) months prior to the month in which the Incentive Performance Standard for that category 
of Service was met or surpassed shall not be subject to redemption under Section 6 and its Exhibits.  

Region means the CICS, TSO or RMDS region of an Environment, as applicable. 

Retainage Pool shall have the meaning specified in Section 4.4.  

Scheduled Downtime means the aggregate amount of time in any month during which a Region is scheduled 
to be unavailable to the State’s end users as required for systems maintenance and administration activities.  
Scheduled Downtime includes, but is not limited to, Maintenance Windows.  Scheduled Downtime must be 
mutually agreed to by the Parties.  Upon reasonable request by the State, any Region shall be available for 
use by the State during periods of Scheduled Downtime.  The time during such periods that a Region 
requested to be available for use is actually available for use shall be treated as Actual Uptime and Scheduled 
Uptime for purposes of calculating Availability for such Region. 

Scheduled Hours means the days of the week and hours of each day that each Region is regularly scheduled 
to be available for on-line use by the State’s end users; provided, however, that Scheduled Hours shall be 
deemed to exclude Scheduled Downtime, if any, that intersects with Scheduled Hours. 

Scheduled Uptime means the aggregate number of Scheduled Hours in any month during which each Region 
is scheduled to be available for use by the State’s end users. 

Service Credits are monetary credits in the form of a reduction in the Monthly Amounts that would otherwise 
be payable by the State to IBM Global Services under the Contract, as provided in Section 6 and its Exhibits, 
to which the State becomes entitled upon IBM Global Services’ failure to meet any Minimum Performance 
Standard in a month.  

Service Incentives are incentive monetary amounts which IBM Global Services may become eligible to 
receive, as provided in Section 6 and its Exhibits, for meeting or exceeding the Incentive Performance 
Standards.  

Service Level Objectives means the levels of performance which IBM Global Services is expected to meet 
during the Term of the Contract.  Neither Service Credits nor Service Incentives apply to meeting or exceeding 
the Service Level Objectives. 

Service Tower means as of the Effective Date of the Contract extension, the Service Tower consists of 
Mainframe Services, Application Development Services and Network Services.  New Services, as may be 
contracted for from time to time, may require additional Service Towers to be created as mutually agreed 
between the Parties. 

Services means the Processing Services, and/or other work, and any Additional Services provided or to be 
provided to the State under this Contract, as such Services are described in this Contract and as such 
Services evolve, are enhanced and change over the Term as contemplated by this Contract. 

Software means the computer programs, whether source or object code, and whether IBM Global Services or 
subcontractor-owned or Third-Party Software, including all related documentation and materials, used by IBM 
Global Services in performing the Services or provided to the State by IBM Global Services under this 
Contract, including all related technical, user and development documentation and materials.  The Software 
which the Parties currently contemplate that IBM Global Services will provide to the State under this Contract 
is listed in Exhibit C. 

Standards means the collection of the Performance Standards, Minimum Performance Standards and 
Incentive Performance Standards.   
State means, for purposes of Contract administration and compliance, the Michigan Department of 
Management and Budget.  Where actions are a combination of the Office of Purchasing and another 
department(s), “State” will include such other departments, which shall be, together with the Department of 
Management and Budget, a Party to the Contract with respect to such Change Authorization Order.  With 
respect to Services to be received and/or the granting of licenses and rights pertaining thereto, “State” shall 
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mean all agencies, departments, boards, commissions, authorities and other units and instrumentalities of the 
Michigan State government, with the exception of institutions of higher education.  For purposes of applying 
the terms and conditions of the Contract to Change Authorization Orders signed by a unit of state government 
other than the Michigan Department of Management and Budget, “State” shall include the signing unit, but 
such unit’s obligations under the Contract shall be limited to the particular Services commissioned by it under 
the Change Authorization Order(s) to which it is a signatory. 

State Contract Administrator means the State official whom the State notifies IBM Global Services is 
assigned to serve in such capacity. 

State Facilities means the MAIN Facilities which the State makes available to IBM Global Services to facilitate 
IBM Global Services’ performance of the Services. 

Successful Disaster Recovery Test means that the critical applications of the MAIN-FACS application were 
restored at the Recovery Site, the batch and online systems to access the critical applications were available 
and functional, and the Recovery Site was accessible to the State-Network in Lansing, Michigan. 

Tape Utilization means the Key Resource Unit, the utilization of which will be measured in Application Tape 
Mounts. 

Term means the time period from the Effective Date through the expiration or termination for any reason of the 
last category of Services hereunder. 

Third-Party Software means any Software that is not owned by IBM Global Services, any Affiliate of IBM 
Global Services or the State. 

Unauthorized Removal shall have the meaning specified in Section 4.5.1.2.a. 

Unilateral Change Authorization Order shall have the meaning specified in Section 4.1.2.3. 

Unit Charge means the dollar rate per unit, as set forth in Exhibit H, used to calculate the amount due IBM 
Global Services for utilization of Key Resource Units.  

Virus means any destructive computer program or code that is intended to disrupt or interfere with normal 
computer operations, including, without limitation, viruses, “worms,” data disabling codes, “logic bombs” and 
“time bombs.” 

Web Transaction Response Time means the amount of time to process agreed-to-scripts in the web 
environment from a designated device. 

Work Product means all specifications, drawings, sketches, designs, documents, correspondence, diagrams, 
software, documentation, data and other materials and work products produced by IBM Global Services and/or 
its subcontractors in the course of performing the Services and fixed in any tangible medium, together with all 
intellectual property rights embodied in or associated with the foregoing items. 

8.0 GENERAL TERMS, CONDITIONS AND PROVISIONS 
The following terms, conditions and provisions shall apply to IBM Global Services’ (and its Approved 
Subcontractors’) performance of the Services.   
4.1 Change Requests 

4.1.1 Requests 
The State reserves the right to request from time to time any changes to the requirements and 
specifications of this Contract and the Services to be performed by IBM Global Services under 
this Contract, including the timing of Deliverables.  Examples of change requests include the 
following: 
 
• System enhancements requested by the State Contract Administrator. 

 
• Changes mandated by federal or State legislation. 
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• Requests for specific assistance to be provided to State departments or agencies, generally 
to be paid for with funds provided by the requesting department or agency. 

 
• Requests by the State for additional assistance in MAIN-related activities. 

 
• Orders by the State for additional Hardware, Software or other products and services 

consistent with the general scope of this Contract. 
 

• Changes recommended by IBM Global Services and approved by the State. 
 
4.1.2 Procedures 

  4.1.2.1 IBM Global Services’ Proposal in Response to a Change Request.   
a. Proposals.  Within fifteen (15) days after (i) receipt of a request by the State for 

any such change with respect to any Development Project, and within forty-five 
(45) days with respect to any other Services, or such other period of time as the 
Parties may mutually agree to in writing, or (ii) IBM Global Services providing 
notice to the State of any event or condition which IBM Global Services knew or 
should have known may result in additional compensation for lost efforts 
pursuant to Section 2.1(d), IBM Global Services shall submit to the State a 
proposal describing any changes in products, services, timing of delivery, 
assignment of personnel, and the like, and any associated price adjustment.  The 
price adjustment shall be based on a good faith determination and calculation by 
IBM Global Services of the additional cost to IBM Global Services in 
implementing the change request less any savings realized by IBM Global 
Services as a result of implementing the change request.  IBM Global Services’ 
proposal shall describe in reasonable detail the basis for IBM Global Services’ 
proposed price adjustment, including the estimated number of hours by labor 
category, and the charges for any materials or products required to implement 
the change request.  

 
b. Change Authorization Order Rates.  To the extent that additional costs or cost 

savings result from an increased or decreased number of labor hours, IBM 
Global Services shall use the appropriate rates as provided in Exhibits H6.2 and 
H6.4 in proposing the price adjustment or, if a labor rate is not specified in 
Exhibits H6.2 and H6.4 in this Contract for a particular labor category applicable 
to the change request, IBM Global Services shall use the contract hourly rate 
specified in for that labor category listed in Exhibits H6.2 and H6.4 which is most 
nearly equivalent to the labor category being used. 

 
c. Products and Materials.  To the extent that additional cost or cost savings result 

from a change in required products and materials, IBM Global Services shall 
obtain any additional products and materials and provide them to the State. 

 
    (1)  for items for which IBM Global Services is an authorized reseller, the 

lowest price at which IBM Global Services sells such products and 
materials to any customer buying a similar quantity; or  

 
    (2) for items for which IBM Global Services is not an authorized reseller, the 

lowest Direct Cost available to IBM Global Services in its own right and 
not as an agent for another customer, plus a mark-up not to exceed 
seven percent (7%), except as otherwise specified in this Contract.   
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Similarly, if the change request is expected to result in a reduction in materials or 
products required to perform the services, IBM Global Services’ charges shall be 
reduced by the cost savings resulting from the materials or products eliminated 
by the change request. 

 
4.1.2.2 If the State accepts IBM Global Services’ proposal, it will issue a change 

authorization order substantially in the form attached as Exhibit J referencing IBM 
Global Services’ proposal and signed by the Purchasing Director (a “Change 
Authorization Order”), and IBM Global Services will implement the change request 
described therein.  IBM Global Services will not implement any change request until 
a Change Authorization Order has been validly issued.  IBM Global Services shall 
not be entitled to any compensation for implementing any change request or Change 
Authorization Order except as explicitly provided in an approved Change 
Authorization Order. 

 
  4.1.2.3 If the State does not accept IBM Global Services’ proposal, the State may: 
 

a. withdraw its change request; 
 

b. modify its change request, in which case the procedures set forth above will 
apply to IBM Global Services’ response to the modified change request; or 

 
c. issue a unilateral Change Authorization Order signed by the Purchasing Director, 

which sets forth what the State considers to be the appropriate price adjustment 
and schedule for performance for the change request (a “Unilateral Change 
Authorization Order”). 

 
  4.1.2.4 The price adjustment and schedule for performance set forth in a Unilateral Change 

Authorization Order will be final and binding unless IBM Global Services initiates the 
dispute resolution procedures set forth in Section 4.22 below within thirty (30) days 
after issuance of the Unilateral Change Authorization Order, in which case the 
matters in dispute will be resolved in accordance with such dispute resolution 
procedures.  IBM Global Services will be required to use all commercially reasonable 
efforts to implement a change request described in a Unilateral Change 
Authorization Order in accordance with the terms of such Unilateral Change 
Authorization Order, even if the price adjustment and schedule for performance have 
not been finally determined under the dispute resolution procedures by the 
requested implementation date. 

 
4.1.3 Additional Services 

If the State requests or directs IBM Global Services to perform any service or function that is 
consistent with and similar to the Services, but which IBM Global Services reasonably and in 
good faith believes is not included within the scope of IBM Global Services’ responsibilities and 
charges as set forth in this Contract, then, prior to performing such service or function, IBM 
Global Services shall promptly notify the State in writing that it considers such service or 
function to be an “Additional Service” for which IBM Global Services should receive additional 
compensation, specifying the basis for such claim.  If IBM Global Services does not so notify the 
State, IBM Global Services shall have no right to claim thereafter that it is entitled to additional 
compensation for performing such service or function.  If IBM Global Services does so notify the 
State, then such service or function shall be governed by the change request procedure set 
forth in Section 4.1.2 above. 
 

4.1.4 Compensation for Lost Efforts 
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If IBM Global Services seeks to claim compensation from the State for additional unanticipated 
costs incurred by it as a result of providing substantial lost efforts in support of fulfilling its 
contractual obligations because of the State’s failure to perform its material responsibilities 
under this Contract, then IBM Global Services shall first provide to the State written notice of 
any such claim of performance failure by the State promptly after the occurrence of the event 
(performance failure) giving rise to the claim and prior to IBM Global Services incurring any 
additional costs for substantial lost efforts for which additional recompense from the State will 
be sought.  If IBM Global Services does not timely notify the State, IBM Global Services shall 
have no right or entitlement to additional compensation from the State for any such 
unproductive, wasted or Additional Services, functions or the like arising out of or resulting from 
lost efforts or incurred prior to the submission of such notice.  To the extent such notice is 
provided by IBM Global Services as required herein, any such compensation claim shall be 
made and governed by the change request procedure set forth in this Section 4.1. 

4.2 Management, Control, Security and Reporting 
IBM Global Services agrees that it will perform the Services in accordance with and subject to the terms 
and conditions set forth in Section 5 and associated exhibits relating to management, control, security 
and reporting in respect of the Services. 

4.3 Most Favored Customer 
In the event that IBM Global Services’ charges to any commercial customer, or to any other federal, state or 

local governmental entity, which purchases similar levels and types of services on similar terms and 
conditions from IBM Global Services are more favorable to such commercial customer or other 
governmental entity than IBM Global Services’ charges to the State under this Contract, IBM Global 
Services shall immediately notify the State of the same and reduce its charges to the same level as the 
charges to such commercial customer or other governmental entity.  Such reduction in charges shall be 
retroactive to the date on which the more favorable charges to such commercial customer or other 
governmental entity became effective.  Any failure by IBM Global Services to comply with this Section 
shall be considered to be a material breach of this Contract.  IBM Global Services must furnish the 
State annually, on or before February 15 of each year of the Term, with a certification of its compliance 
with this Section, which certification shall be signed by an officer of IBM Global Services. 

4.4 Retainage 
4.4.1 Other Projects - The State will have the right as part of the change request process under 

Section 4.1 to establish Retainage Pools for any other Development Projects performed by IBM 
Global Services during the Term of this Contract in such amounts as the State deems 
appropriate in its reasonable judgment in the context of the project, considering the risks 
associated with the project. 

 
4.4.2 The amount of any Retainage Pool described in this Section 4.4 shall be in addition to, and not 

in lieu of, any amounts otherwise held by the State pursuant to other terms of this Contract. 
4.5 Liquidated Damages 

4.5.1 General 
 

4.5.1.1 IBM Global Services acknowledges that it is also critical to the overall success of 
MAIN that no Software or Hardware provided by IBM Global Services to the State 
during the Term of this Contract contains or introduces a software Virus that results 
in contamination or damage to the State’s equipment or its mainframe, network, 
personal computing or other environments, including the hardware or software of any 
contractor authorized to be connected to the State’s computing environments. 

 
4.5.1.2 Set forth in Section 4.5.2 below are liquidated damages for: 

 
a. the removal or reassignment by IBM Global Services, without the State’s prior 

written approval, of any Key Personnel (any such removal or reassignment of 
Key Personnel being referred to below as an “Unauthorized Removal”), and  
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b. IBM Global Services introducing a Virus to any software. 

 
4.5.1.3 In most cases it would be impractical and extremely difficult to fix the actual amount 

of damages sustained by the State as a result of any such Late Delivery, 
Unauthorized Removal or Virus.  Therefore, IBM Global Services and the State 
presume and agree that, in the event of any such Late Delivery, Unauthorized 
Removal or Virus, the liquidated damages amounts specified below will be a 
reasonable approximation of the damages that will be suffered by the State as a 
result thereof.  Accordingly, in the event of any such Late Delivery, Unauthorized 
Removal or Virus, IBM Global Services shall, at the written direction of the State, pay 
the amount set forth in Section 4.5.2 to the State as liquidated damages, and not as 
a penalty.  Liquidated damages shall be payable within fifteen (15) days after 
notification of assessment by the State.  In its discretion, the State may deduct any 
liquidated damages assessed by the State from any charges payable to IBM Global 
Services pursuant to this Contract.  No delay by the State in assessing or collecting 
liquidated damages shall be construed as a waiver of such right. 

 
4.5.1.4 For the purpose of determining when liquidated damages are due the State under 

this Section, the date on which IBM Global Services shall be considered to have 
delivered a Deliverable to the State is the date on which IBM Global Services 
delivers the Deliverable to the State in a form that is subsequently determined by the 
State to meet the acceptance criteria for such Deliverable. 

 
4.5.1.5 The State agrees to promptly notify IBM Global Services of any circumstances of 

which the State becomes aware that the State believes are likely to result in the 
imposition of liquidated damages against IBM Global Services. 

 
4.5.2 Liquidated Damages Amounts 

 
4.5.2.1 IBM Global Services will not commit an Unauthorized Removal of any Key Personnel 

until the completion and acceptance by the State of all Deliverables to which such 
Key Personnel are assigned or for which they are responsible, nor shall IBM Global 
Services fail to make any such Key Personnel available to the State as reasonably 
requested by the State during the 90-day period immediately following the 
completion of the Development Project assignment of such person.  Removal of Key 
Personnel for termination of employment with IBM Global Services, for serious 
illness of the person or a member of his or her family or other reasons beyond the 
direct control of both the employee and IBM Global Services shall not be deemed to 
be an Unauthorized Removal and shall not result in the imposition of liquidated 
damages.  IBM Global Services will pay the State, as liquidated damages, $25,000 
for each occurrence of any such Unauthorized Removal.  Such amount shall be in 
addition to any liquidated damages set forth above for Late Deliveries and shall be 
payable regardless of whether IBM Global Services meets or fails to meet 
Deliverables schedules. 

 
4.5.2.2 If IBM Global Services introduces a Virus, IBM Global Services will pay the State, as 

liquidated damages, the following amounts: 
 

a. $4,000 for each hour of regularly planned and scheduled mainframe computer 
operation or fraction of an hour in excess of one (1) hour that any mainframe 
computer function or operation available prior to the introduction of the Virus is 
unavailable to any significant segment of the State’s user community; provided, 
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however, that the liability of IBM Global Services under this Subparagraph for 
each incidence of a Virus shall not exceed $250,000 per mainframe affected by 
such Virus. 

 
b. $100 for each hour or any fraction of an hour in excess of one (1) hour for each 

piece of equipment in the State’s network or personal computing environment 
unable to perform any function or operation which it was able to perform prior to 
the introduction of the Virus; provided, however, that the liability of IBM Global 
Services under this Subparagraph for each introduction of a Virus shall not 
exceed $250,000. 

 
The liquidated damages set forth in this Section 4.5.2.2 shall be in addition to IBM 
Global Services’ obligation to remove the Virus from all of the State’s environments, 
to restore all operations and functionality in all such environments, and to recover or 
recreate all damaged files, all at no additional charge to the State.  The State may, 
however, at its option, elect to restore or recreate damaged or lost data files at IBM 
Global Services’ expense, in which event IBM Global Services shall pay the State 
$40 for each hour or fraction of an hour multiplied by the total number of staff hours 
that State’s personnel reasonably expend to recover or recreate damaged State data 
files. 

 
4.5.3 Other Remedies 
 

The assessment and collection of liquidated damages for any Late Delivery, Unauthorized 
Removal or Virus described above shall not be construed to limit in any way any other legal or 
equitable remedies of the State for such Late Delivery, Unauthorized Removal or Virus 
(including, without limitation, the right to terminate this Contract for Cause), except that the 
State’s right to seek actual damages shall be limited as set forth below.  The State may seek 
actual damages for any Late Delivery, Unauthorized Removal or Virus described above 
(regardless of whether the State terminates this Contract), if in the State’s judgment it is 
possible to fix actual damages for such Late Delivery, Unauthorized Removal or Virus; provided, 
however, that if the State commences an action or proceeding seeking actual damages for any 
such Late Delivery, Unauthorized Removal or Virus, the State will be entitled to receive only the 
amount of actual damages awarded in such action or proceeding (after the exhaustion of all 
appeals) or agreed to by the State and IBM Global Services in a written settlement agreement.  
The State may retain any liquidated damages collected for such Late Delivery, Unauthorized 
Removal or Virus pending final determination in such action or proceeding of the amount of 
actual damages to which the State is entitled.  Such liquidated damages will be applied by the 
State as a credit against the amount of actual damages to which the State becomes entitled.  If 
the amount of actual damages to which the State becomes entitled is less than the liquidated 
damages collected by the State for such Late Delivery, Unauthorized Removal or Virus, the 
State will promptly refund the difference to IBM Global Services. 

4.6 Accounting Records 
IBM Global Services will be required to maintain all pertinent financial and accounting records 
(including time sheets and payroll records, and information pertaining to this Contract and to the 
services, equipment and commodities provided under this Contract) in accordance with generally 
accepted accounting principles and other procedures specified by the State.  All such financial and 
accounting records that are necessary to substantiate compliance with the terms and conditions of this 
Contract shall be made available, upon request, to the Michigan Department of Management and 
Budget, the State Office of the Auditor General, or any State agency that is receiving any of the 
Services, or any of their respective designees, at any time during the Contract Term and any extension 
thereof, and for three (3) years from the expiration or termination date of, and final payment under, this 
Contract or any extension thereof. 
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4.7 IBM Global Services Personnel 
4.7.1 Key Personnel 
 

The State will have the right to approve the assignment and replacement by IBM Global 
Services of all Key Personnel (listed in Exhibit E).  Before assigning an individual to any Key 
Personnel position, IBM Global Services will notify the State of the proposed assignment, will 
introduce the individual to the appropriate State representatives, and will provide the State with 
a resume and any other information about the individual reasonably requested by the State.  
The State reserves the right to interview the individual before granting approval. 
 
4.7.1.1 IBM Global Services and the State agree to reconsider from time to time and, as 

appropriate, to modify Exhibit E as necessary to reflect the replacement of any Key 
Personnel listed on Exhibit E or to add the names of any IBM Global Services or 
contractor personnel who have assumed significant responsibility for managing the 
provision of the Services or who have acquired a sufficient amount of technical 
knowledge about the Services and/or the State’s operating and user environments 
that the removal or reassignment of such person would materially disrupt the 
ongoing provision of the Services.  

 
4.7.1.2 In the case of any subcontractors of IBM Global Services who are identified on 

Exhibit E as Key Personnel, IBM Global Services agrees to make reasonable efforts 
to prevent the removal or reassignment of such subcontractor Key Personnel without 
the State’s approval and agrees that, in any event, no such subcontractor Key 
Personnel will be removed or reassigned without at least one month’s advance 
notice to the State.  

 
4.7.1.3 In the case of any subcontractor personnel who are engaged by IBM Global Services 

to provide services to the State on a time-and-materials basis, IBM Global Services 
agrees that such subcontractor personnel will not be removed or reassigned from the 
State’s work without at least one month’s advance notice to the State.  In return, the 
State agrees that if it directs IBM Global Services to terminate the engagement of 
any such subcontractor personnel on less than one month’s notice, other than for 
good cause, the State shall be liable for reimbursing IBM Global Services for any 
early termination penalties paid by IBM Global Services to the subcontracting firm in 
respect of such termination, in an amount not to exceed $12,500 per person.  

 
4.7.2 Replacement of Personnel at the State’s Request 

 
The State reserves the right to require IBM Global Services to replace IBM Global Services or 
IBM Global Services subcontractor employees who the State in the exercise of its reasonable 
judgment determines to be incompetent, careless, unsuitable or otherwise objectionable, or 
whose continued use is deemed contrary to the best interests of the State.  Before a written 
request for replacement personnel is issued, it will be discussed by authorized representatives 
of the State and IBM Global Services.  Upon receipt of a written request from an authorized 
representative of the State, IBM Global Services shall be required to proceed with the 
replacement.  The replacement request will include the desired replacement date and the 
reason for the request.  IBM Global Services shall use its best efforts to effect the replacement 
in a manner that does not degrade Service quality.  This provision will not be deemed to give 
the State the right to require IBM Global Services to terminate any IBM Global Services 
employee’s employment; it is intended to give the State only the right to require that IBM Global 
Services discontinue using an employee in the performance of the Services. 

 
4.7.3 Replacement Personnel 
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Any replacement personnel assigned by IBM Global Services or an IBM Global Services 
subcontractor to perform the Services shall have qualifications for the assigned position that 
equal or exceed those of the person being replaced. 

4.8 Assignment 
4.8.1 IBM Global Services shall not have the right to assign this Contract, or any of its duties or 

obligations under this Contract, to any other party (whether by operation of law or otherwise), 
without the prior written consent of the State.  Any purported assignment in violation of this 
Section shall be null and void and shall constitute a material breach of this Contract.  No 
permitted assignment shall become effective until the assignee has agreed in writing to be 
bound by this Contract and to assume the assignor’s duties and obligations under this Contract.  
In the event of such an assignment, the assignor shall remain obligated to the State on this 
Contract. 

 
4.8.2 IBM Global Services may not assign the right to receive money due under this Contract without 

the prior written consent of the Purchasing Director. 
4.9 Subcontracting 

4.9.1 IBM Global Services shall have full responsibility for all of the Services.  The State will consider 
IBM Global Services to be the sole point of contact with regard to all contractual matters, 
including payment of any and all charges, under this Contract.  

 
4.9.2 IBM Global Services shall not delegate any duties under this Contract to a subcontractor unless 

the State Contract Administrator has given written consent to such delegation.  Notwithstanding 
the foregoing, the State expressly initially consents to the Contractor’s use of the subcontractors 
designated in Exhibit D as “Approved Subcontractors” in providing the specified Services.  The 
State shall have the right to prior approval of all other subcontractors and to require IBM Global 
Services to replace Approved Subcontractors found, in the reasonable judgment of the State, to 
be unacceptable.  In any subcontracts entered into by IBM Global Services for the performance 
of the Services, IBM Global Services shall require the subcontractor, to the extent of the 
Services to be performed by the subcontractor, to be bound to IBM Global Services by the 
terms of this Contract and to assume toward IBM Global Services all of the obligations and 
responsibilities that IBM Global Services, by this Contract, assumes toward the State.  The 
State reserves the right to receive copies of and review all subcontracts, although IBM Global 
Services may delete or mask any proprietary pricing information contained in such contracts 
prior to providing them to the State.  The contract management of any subcontractor will be the 
responsibility of IBM Global Services.  All payments to subcontractors or suppliers shall be 
made by IBM Global Services.  The State will not be obligated to direct payments for the 
Services or products acquired in connection with this Contract other than to IBM Global 
Services, nor will IBM Global Services be released from having to perform any obligations under 
this Contract, notwithstanding the fact that a subcontractor may have been engaged by IBM 
Global Services to perform those obligations.  

4.10 Audit Rights 
4.10.1 Access 

 
IBM Global Services will provide to the State, its auditors (including the State’s internal audit 
staff and the State Auditor), and the State’s authorized designees and other representatives, 
within twenty-four (24) hours after a request made by the State at any time, access to any 
facility or part of a facility which is used to provide the Services, to IBM Global Services’ (and its 
subcontractors’ and agents’) personnel, and to all data and records relating to the Services 
under this Contract.  Such access shall be for the purpose of performing audits and inspections 
of the State’s account and its business, to verify the integrity of data owned by the State, to 
examine the systems that support and transmit that data, and to verify the accuracy of IBM 
Global Services’ billings to the State, including without limitation, to the extent applicable to the 
Services, audits of (i) practices and procedures, (ii) systems, (iii) general control and security 
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practices and procedures, (iv) disaster recovery and back-up procedures, (v) the efficiency of 
IBM Global Services’ operations, (vi) IBM Global Services’ financial and accounting records, 
and (vii) the performance levels, and the accuracy in reporting performance levels, achieved by 
IBM Global Services.  Notwithstanding anything to the contrary in this Section 4.10.1, in the 
case of audits pertaining primarily to IBM Global Services’ billings to the State, access shall be 
provided not later than the start of the second Business Day after IBM Global Services’ receipt 
of the State’s request, and the State shall conduct the audit during business hours.  IBM Global 
Services will provide to such auditors, inspectors and regulators any assistance that they 
reasonably require, including installing and operating audit software.  

 
4.10.2 Audit Conference 

 
IBM Global Services will cooperate fully with the State or its designee in connection with the 
State’s audit functions.  Following any audit or examination, the State may conduct (in the case 
of an internal audit), or request its external auditors or examiners to conduct, an exit conference 
with IBM Global Services to obtain factual concurrence with any issues identified in the review.  
The State and IBM Global Services agree to develop mutually acceptable operating procedures 
for the sharing of audit and regulatory findings and reports related to IBM Global Services’ 
operating practices and procedures produced by auditors of the State or IBM Global Services.  

4.11 Compliance with Laws 
IBM Global Services shall comply with all applicable state, federal, and local laws and ordinances in 
providing the Services.  Without limiting the generality of the foregoing, IBM Global Services must be 
able to demonstrate compliance with the Federal Tax Reform Act of 1986, Section 1706, amending 
Section 530 of the Revenue Act of 1978, dealing with issuance of W-2s to common law employees.  
IBM Global Services is responsible for both federal and State unemployment insurance coverage and 
standard workers’ compensation insurance coverage.  IBM Global Services must comply with all 
federal and state tax laws and withholding requirements.  The State will not be liable to IBM Global 
Services or its employees or subcontractors for any unemployment insurance or workers’ 
compensation coverage or federal or state tax withholding requirements with respect to IBM Global 
Services’ or its Approved Subcontractors’ employees.  IBM Global Services may be required to 
demonstrate compliance with such laws at the written request of the Purchasing Director or the State 
Contract Administrator from time to time. 

4.12 Disclosure of Litigation 
4.12.1 Disclosure 

 
IBM Global Services shall promptly notify the State of any criminal litigation, investigations or 
proceedings which arise during the Term involving IBM Global Services, or any of IBM Global 
Services’ subcontractors, or any of the foregoing entities’ then-current officers or directors.  In 
addition, IBM Global Services shall promptly notify the State of any civil litigation, arbitration or 
proceeding arises during the Term, to which IBM Global Services (or any subcontractor 
hereunder) is a party, and which involves:  (i) products and/or services similar to those to be 
provided to the State under this Contract and which either relates to an amount in excess of 
$1,000,000 or might reasonably be expected to adversely affect the viability or financial stability 
of IBM Global Services or any subcontractor hereunder; (ii) a claim or written allegation of fraud 
against IBM Global Services or any subcontractor hereunder arising out of their business 
activities; (iii) a claim or written allegation that IBM Global Services or any subcontractor 
hereunder violated any federal, state or local statute, regulation or ordinance; or (iv) a dispute 
between IBM Global Services and another of its clients, or between IBM Global Services and 
any of IBM Global Services’ subcontractors, on a systems development or integration project for 
which the total price is $1,000,000 or more.  All notices under this Section 4.12.1 must be 
provided to the State within fifteen (15) Business Days of the commencement of any such 
litigation, investigation, arbitration or other proceeding (collectively, a “Proceeding”).  Details of 
settlements which are prevented from disclosure by the terms of the settlement may be 
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annotated as such.  Annually during the Term, on or before February 15 of each year, IBM 
Global Services shall, after investigation, certify that it is in compliance with this Section 4.12.1.  
With respect to such certification, IBM Global Services may rely on similar good faith 
certifications of its subcontractors, which certifications shall be available for inspection at the 
option of the State. 

 
IBM’s obligations under the provisions of this section shall be limited to only those disclosures 
which have a material impact on IBM Global Services’ ability to perform the Services under this 
Agreement, or Proceedings against the Public Sector Industry of IBM Global Services.  

 
4.12.2 Assurances 

 
In the event that any such Proceeding disclosed to the State pursuant to this Section, or of 
which the State otherwise becomes aware, during the Term causes the State to be concerned 
about:  

 
4.12.2.1 the ability of IBM Global Services (or a subcontractor hereunder) to continue to 

perform this Contract in accordance with its terms and conditions, or 
 

4.12.2.2 whether IBM Global Services (or a subcontractor hereunder) in performing services 
for the State is engaged in conduct which is similar in nature to conduct alleged in 
such Proceeding, which conduct would constitute a breach of this Contract or a 
violation of Michigan law, regulations or public policy, 

 
then IBM Global Services shall be required to provide the State all reasonable assurances 
requested by the State to demonstrate that:  (i) IBM Global Services and/or its subcontractors 
hereunder will be able to continue to perform this Contract in accordance with its terms and 
conditions, and (ii) IBM Global Services and/or its subcontractors hereunder have not and will 
not engage in conduct in performing the Services which is similar in nature to the conduct 
alleged in such Proceeding.  

 
4.12.3 Failure to Comply 

 
Failure by IBM Global Services to comply with the terms of this Section may constitute a 
material breach of this Contract.  

4.13 Representations and Warranties 
4.13.1 IBM Global Services will perform all of the Services in accordance with high professional 

standards in the industry. 
 
4.13.2 IBM Global Services will use adequate numbers of qualified individuals with suitable training, 

education, experience and skill to perform the Services. 
 
4.13.3 IBM Global Services will maintain all equipment and software for which it has maintenance 

responsibilities in good operating condition and will undertake all repairs and preventive 
maintenance in accordance with the applicable manufacturer’s recommendations, and in 
accordance with the applicable software specifications, as appropriate. 

 
4.13.4 IBM Global Services will use its best efforts to use efficiently any resources or services 

necessary to provide any of the Services that are separately chargeable to the State. 
 
4.13.5 IBM Global Services will use its best efforts to perform the Services in the most cost-effective 

manner consistent with the required level of quality and performance. 
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4.13.6 IBM Global Services will perform the Services in a manner that does not infringe the proprietary 
rights of any third party. 

 
4.13.7 IBM Global Services will perform the Services in a manner that complies with all applicable laws 

and regulations. 
 
4.13.8 IBM Global Services has duly authorized the execution, delivery and performance of this 

Contract. 
 
4.13.9 IBM Global Services has not provided any gifts, payments or other inducements to any officer, 

employee or agent of the State. 
 
4.13.10 IBM Global Services will use its best efforts to ensure that no Virus is coded or introduced into 

the systems used to provide the Services. 
 
4.13.11 THE FOREGOING WARRANTIES ARE IN LIEU OF ALL OTHER WARRANTIES, EXPRESSED 

OR IMPLIED, BY OPERATION OF LAW OR OTHERWISE, INCLUDING, BUT NOT LIMITED 
TO, THE IMPLIED WARRANTIES OR MERCHANTABILITY AND FITNESS FOR A 
PARTICULAR PURPOSE. 

4.14 Insurance 
4.14.1 Coverage 

 
IBM Global Services shall purchase and maintain insurance at IBM Global Services’ expense, 
or alternatively provide evidence satisfactory to the State of IBM Global Services’ ability to self-
insure for, at least the following types and amounts of insurance coverage: 
 

4.14.1.1 Commercial General Liability Insurance (including premises/operations liability, 
independent contractors liability, contractual liability, products liability, completed 
operations liability, broad form property damage liability, personal injury liability and 
extended bodily injury and death coverage) in a minimum amount of $5,000,000 per 
occurrence and $10,000,000 aggregate combined single limit for bodily injury or death, 
personal injury or property damage.  Such policy shall include a waiver of subrogation 
endorsement in favor of the State in a form acceptable to the State. 

 
4.14.1.2 Workers Compensation Insurance covering IBM Global Services’ employees in an 

amount not less than the limits required by law and Employers Liability Insurance 
covering IBM Global Services’ employees in an amount not less than $500,000 per 
occurrence.  Such policy shall include a waiver of subrogation endorsement in favor of 
the State in a form acceptable to the State. 

 
4.14.1.3 Professional Liability Insurance issued to and covering the liability of IBM Global 

Services for any and all errors or omissions committed by IBM Global Services, its 
subcontractors, agents and employees, in the performance of this Contract.  The 
policy shall have limits of liability of not less than $10,000,000 per occurrence. 

 
4.14.1.4 Fidelity Employee Insurance, including Computer Crime Insurance naming the State 

as loss payee, providing coverage for direct loss to the State and any legal liability of 
the State arising out of or related to fraudulent or dishonest acts committed by the 
employees of IBM Global Services or its subcontractors, acting alone or in collusion 
with others, in a minimum amount of $10,000,000 with a maximum deductible of 
$1,000,000. 
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4.14.1.5 Commercial Automobile Liability Insurance including coverage for owned, hired and 
nonowned vehicles with a combined single limit of $5,000,000 per occurrence for 
bodily injury, personal injury and property damage. 

 
4.14.1.6 Umbrella Liability Insurance in a minimum amount of $25,000,000. 
 
4.14.1.7 Fire and Personal Property Insurance covering against any loss or damage to the 

office space used by IBM Global Services for any reason under this Contract, and the 
equipment, software and other contents of such office space, including without 
limitation, those contents used by IBM Global Services to provide the Services to the 
State, up to the replacement value thereof, where such office space and its contents 
are under the care, custody and control of IBM Global Services.  Such policy shall 
cover all risks of direct physical loss or damage, including without limitation, flood and 
earthquake coverage and coverage for computer hardware and software.  The State 
shall be endorsed on the policy as a loss payee as its interests appear.  

 
4.14.2 Subcontractors 

 
At the State’s request at any time, IBM Global Services shall require any one or more of its 
subcontractors hereunder to purchase and maintain some or all of the insurance coverage 
described in Section 4.14.1 above in connection with the performance of work by the 
subcontractors. 
 

4.14.3 Certificates of Insurance and Other Requirements 
 

4.14.3.1 Before starting to provide the Services, IBM Global Services must furnish to the 
Purchasing Director certificate(s) of insurance verifying insurance coverage or 
providing satisfactory evidence of self-insurance as required above (the 
“Certificates”).  The contract number must be shown on each Certificate of 
insurance.  The Certificates of insurance shall contain a provision providing that such 
insurance shall respond as primary insurance to any insurance carried by the State, 
shall contain a waiver of subrogation where required above, and shall provide further 
that the Director of Purchasing shall be given at least twenty (20) days prior written 
notice (bearing the contract number) of cancellation, nonrenewal or reduction in limit 
or in scope of coverage of such policies.  Each commercial general liability, 
commercial automobile liability and the first $25,000,000 of umbrella liability 
coverage shall include as additional insureds the State and its agents, officers and 
employees.  IBM Global Services shall maintain all required insurance coverage 
throughout the Term and, in the case of claims made policies, for at least three (3) 
years following the expiration or termination for any reason of this Contract.  The 
minimum limits of coverage specified above are not intended, and shall not be 
construed, to limit any liability or indemnity of IBM Global Services under this 
Contract to any indemnified party or other persons.  IBM Global Services shall be 
responsible for all deductibles with regard to such insurance.  If IBM Global Services 
fails to pay any premium for required insurance as specified herein, or if any insurer 
cancels or significantly reduces any required insurance without the State’s written 
consent, at the State’s election (but without any obligation to do so), the State may 
pay such premium or procure similar insurance coverage from another company or 
companies; and at the State’s election, the State may deduct the entire cost (or part 
thereof) from any payment due IBM Global Services, or IBM Global Services shall 
pay the entire cost (or any part thereof) upon demand by the State.  
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4.14.3.3 Insurance policies listing the State as an additional insured are required to contain 
language which provides that, "Any litigation activity on behalf of the State of Michigan, 
or any of its subdivisions, as additional insured must be coordinated with the 
Department of Attorney General.  In the event the insurer's attorney is asked to 
represent the State, the insurer's attorney may be required to be designated as a 
Special Assistant Attorney General by the Attorney General of the State of Michigan." 

 
This Provision shall not be construed to increase the Insurance obligations of IBM as 
specified in this section. 

  
4.15 In

4.15.1 Coordination with the Department of Attorney General 
 

Any litigation activity on behalf of the State of Michigan, or any of its subdivisions pursuant to 
this Section, must be coordinated with the Department of Attorney General.  In the event the 
insurer's attorney represents the State pursuant to this Section, the insurer's attorney may be 
required to be designated as a Special Assistant Attorney General by the Attorney General of 
the State of Michigan.    
 
This Provision shall not be construed to increase the Indemnification obligations of IBM as 
specified in this section. 

 
4.15.2 Patent/Copyright Infringement Indemnity 

 
IBM Global Services shall indemnify, defend and hold harmless the State, its officers, 
employees and agents from and against all losses, liabilities, damages (including taxes), and all 
related costs and expenses (including reasonable attorneys’ fees and disbursements and costs 
of investigation, litigation, settlement, judgments, interest and penalties), incurred in connection 
with any claim, action or proceeding brought against the State by any third party to the extent 
that such claim, action or proceeding is based on a claim that any Hardware or Software, or the 
operation of such Hardware or Software, or the use or reproduction of any documentation 
provided with such Hardware or Software, infringes any United States or foreign patent, 
copyright, trade secret or other proprietary right of any person or entity, which right is 
enforceable under the laws of the United States.  In addition, should any Hardware or Software, 
or the operation thereof, become, or in IBM Global Services’ opinion be likely to become, the 
subject of a claim of infringement, IBM Global Services shall, at IBM Global Services’ expense, 
(i) procure for the State the right to continue using such Hardware or Software; or (ii) if such 
option is not reasonably available to IBM Global Services, replace or modify the same with 
Hardware or Software, as the case may be, of equivalent function and performance so that it 
becomes non-infringing; or (iii) if either of the foregoing options is not reasonably available to 
IBM Global Services, accept the return of such Hardware or Software by the State with 
appropriate credits to the State against IBM Global Services’ charges under this Contract. 

 
4.15.3 Other Indemnities 

 
IBM Global Services shall indemnify, defend and hold harmless the State, its officers, 
employees and agents from and against all losses, liabilities, damages and claims (including 
taxes), and all related costs and expenses (including reasonable attorneys’ fees and 
disbursements and costs of investigation, litigation, settlement, judgments, interest and 
penalties), arising from or in connection with any of the following:  
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4.15.3.1 any claim, action or proceeding brought against the State, by any third party with 
respect to or as a result of the breach by IBM Global Services of any representation 
or warranty made by IBM Global Services in this Contract; 

 
4.15.3.2 occurrences that IBM Global Services is required to insure against under Section 

4.14 that do not involve a claim, action or proceeding brought against the State by a 
third party, in an amount equal to the greater of (i) the amount of insurance coverage 
IBM Global Services is required to provide under Section 4.14 or (ii) the maximum 
amount of damages recoverable by the State from IBM Global Services under 
Section 4.16; and any claim, action or proceeding brought against the State by any 
third party (including, without limitation, employees of the State) with respect to or as 
a result of any occurrences that IBM Global Services is required to insure against 
under Section 4.14, without limitation as to amount;  

 
4.15.3.3 any claim, action or proceeding brought against the State by any third party 

(including, without limitation, employees of the State) with respect to or as a result of 
the death or bodily injury of any person, or the damage, loss or destruction of any 
real or tangible personal property, in connection with the performance of Services by 
IBM Global Services, by any of its subcontractors, by anyone directly or indirectly 
employed by any of them, or by anyone for whose acts any of them may be liable; 
provided, however, that this indemnification obligation shall not apply to the extent, if 
any, that such death, bodily injury or property damage is caused solely by the 
negligence, or reckless or intentional conduct, of the State;  

 
4.15.3.4 any claim or proceeding brought against the State by any third party with respect to 

or as a result of an act or omission of IBM Global Services or any of its 
subcontractors in its or their capacity as an employer of a person; and 

 
4.15.3.5 any breach of IBM Global Services’ confidentiality obligations set forth in this 

Contract. 
 
In any and all claims against the State, or any of its agents or employees, by any employee of 
IBM Global Services or any of its subcontractors, the indemnification obligation under this 
Contract shall not be limited in any way by the amount or type of damages, compensation or 
benefits payable by or for IBM Global Services or any of its subcontractors under worker’s 
disability compensation acts, disability benefits acts, or other employee benefits acts. 
 

4.15.4 Indemnification Procedures 

4.15.4.1 The procedures set forth below shall apply to all indemnity obligations under this 
Contract. 

 
4.15.4.2 After receipt by the State of notice of the commencement or threatened 

commencement of any civil, criminal, administrative or investigative action or 
proceeding involving a claim in respect of which it will seek indemnification, the State 
shall notify IBM Global Services of such claim in writing.  No failure to so notify IBM 
Global Services shall relieve IBM Global Services of its indemnification obligations 
except to the extent that IBM Global Services can demonstrate damages attributable 
to such failure.  Within fifteen (15) days following receipt of written notice from the 
State relating to any claim, but no later than ten (10) days before the date on which 
any response to a complaint or summons is due, IBM Global Services shall notify the 
State in writing if IBM Global Services elects to assume control of the defense and 
settlement of that claim (a “Notice of Election”). 
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4.15.4.3 If IBM Global Services delivers a Notice of Election relating to any claim within the 

required notice period, IBM Global Services shall be entitled to have sole control 
over the defense and settlement of such claim; provided, however, that:  (i) IBM 
Global Services shall not be so entitled until the Michigan Attorney General provides 
to IBM Global Services written notice permitting IBM Global Services to have such 
control; (ii) the State shall be entitled to participate in the defense of such claim and 
to employ counsel at its own expense to assist in the handling of such claim and to 
monitor and advise the State about the status and progress of the Defense; (iii) IBM 
Global Services shall, at the request of the State, demonstrate to the reasonable 
satisfaction of the State IBM Global Services’ financial ability to carry-out its defense 
and indemnity obligations under this Contract; (iv) IBM Global Services shall 
periodically advise the State about the status and progress of the defense and shall 
obtain the prior written approval of the State before entering into any settlement of 
such claim or ceasing to defend against such claim, which approval shall not be 
unreasonably withheld; and (v) to the extent that any principles of Michigan 
governmental or public law may be involved or challenged, the State shall have the 
right, at its own expense, to control the defense of that portion of such claim 
involving the principles of Michigan governmental or public law.  Notwithstanding the 
foregoing, the State may retain control of the defense and settlement of a claim if the 
State, in its sole discretion, determines that it is in the best interest of the State to do 
so.  Any determination relinquishing to IBM Global Services the control over the 
defense and settlement of a claim may be rescinded by the State at any time during 
the defense and settlement of such claim, at which point the State shall assume the 
control of the defense and settlement of such claim.  The Contractor’s 
indemnification obligations under this Section 4.15 shall not extend to any losses, 
liabilities, damages or claims (including taxes), and all related costs and expenses 
that the Contractor can reasonably demonstrate would not have been incurred but 
for the State’s election to retain or retake control over the defense and settlement of 
a claim. 

 
4.15.4.4 If IBM Global Services does not deliver a Notice of Election relating to any claim of 

which it is notified by the State as provided above, the State shall have the right to 
defend the claim in such manner as it may deem appropriate, at the cost and 
expense of IBM Global Services.  IBM Global Services shall promptly reimburse the 
State for all such costs and expenses.   

4.16 Liability 
IN NO EVENT SHALL EITHER PARTY BE LIABLE TO THE OTHER PARTY FOR INDIRECT OR 
CONSEQUENTIAL DAMAGES, EVEN IF SUCH PARTY HAS BEEN ADVISED OF THE POSSIBILITY 
OF SUCH DAMAGES.  For all other damages, a Party’s maximum aggregate liability shall be limited as 
follows: 
 

4.16.1 With regard to damages arising out of Processing Services and/or other work performed under 
this Contract, each Party’s maximum aggregate liability shall be limited to an amount equal to 
the total amount of IBM Global Services’ charges for all such Processing Services and other 
work for the twelve (12) calendar months immediately preceding the event that gives rise to 
such damages or, if the event giving rise to such damages occurs during the first twelve (12) 
months after the Commencement Date of any of the Processing Services, Five Million Dollars 
($5 million). 

 
4.16.2 With regard to damages arising out of Business Recovery Services, in the event of Declaration 

of a Disaster, after exercising IBM Global Services’ best efforts, IBM Global Services is unable 
to provide the State BRS as described in Section 5.6 (excluding Test Time) within seventy-two 
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(72) hours of the declaration of a disaster and the State elects not to accept those Services 
when IBM Global Services can provide them, IBM Global Services will pay the State an amount 
equal to the Total Monthly BRS Charges the State paid for the preceding twelve (12) months.  
This is the State’s exclusive remedy for failure by IBM Global Services to provide the State 
BRS. 

 
4.16.3 Notwithstanding the foregoing provisions of this Section 4.16, the foregoing limitations of 

liability, both with respect to claims for indirect or consequential damages, and as to a Party’s 
maximum liability, shall not limit a Party’s liability for claims arising out of its gross negligence or 
willful misconduct, its unlawful intentional termination without Cause of this Contract or its 
material breach of its obligation to provide continued performance in accordance with Section 
4.22.4 or termination assistance in accordance with Section 4.20.7, and shall furthermore not 
limit IBM Global Services’ indemnification obligations, responsibilities and liabilities to the State, 
as set forth in Section 4.15, with respect to third party claims, actions and proceedings brought 
against the State. 

4.17 Intellectual Property Rights 
4.17.1 Rights in Data 
 

Except with respect to any Third-Party Software, the State will be and remain the owner of 
all data (including the Work Product) provided to the State by IBM Global Services or its 
agents, contractors or representatives pursuant to this Contract.  IBM Global Services will 
not use the data for any purpose other than providing the Services, nor will any part of the 
data be disclosed, sold, assigned, leased or otherwise disposed of to third parties or 
commercially exploited by or on behalf of IBM Global Services.  IBM Global Services will not 
possess or assert any lien or other right against the data. 

 
4.17.2 Ownership of Work Product 

The State will own all Work Product developed by IBM Global Services or any of IBM Global 
Services’ subcontractors under this Contract, all such Work Product being considered a 
work made for hire.  If any Work Product is not considered a work made for hire under 
applicable law, IBM Global Services irrevocably assigns to the State, without additional 
consideration, all of IBM Global Services’ right, title and interest in such Work Product, 
including all U.S. and foreign patents, copyrights and trade secrets.  With regard to work 
performed by IBM Global Services’ subcontractors, IBM Global Services will require that all 
agreements with its subcontractors provide for the irrevocable assignment of all rights in all 
Work Product of such subcontractors to the State, without additional consideration.  IBM 
Global Services shall give the State or its designee, without additional charge, all assistance 
reasonably requested by the State to perfect the State’s ownership of all Work Product, 
including the execution and delivery of documents assigning title to such Work Product to 
the State.  IBM Global Services shall not publish or attempt to transfer to third parties any 
Work Product without the State’s prior written approval. 

 
4.17.3 Preexisting Materials 

Neither IBM Global Services nor any of its subcontractors shall incorporate any preexisting 
materials into a Work Product that will be provided to the State or use any preexisting 
materials to produce a Work Product if such preexisting materials will be needed by the 
State in order to use the Work Product unless (i) such preexisting materials and their owners 
are identified to the State in writing and (ii) such preexisting materials are either readily 
commercially available products for which IBM Global Services or its subcontractor, as the 
case may be, will obtain a license in the name of the State or are materials that IBM Global 
Services or its subcontractor, as the case may be, has the right to license to the State and 



 

 Page 199 07/28/08 
H:\Public\Gross\Contract Template v6.doc  11:34 AM 
  DRAFT 

licenses to the State on terms and conditions acceptable to the State prior to using such 
preexisting materials to perform the Services.  

 
4.17.4 MAIN Application Software License 

IBM Global Services and its subcontractors will be granted a non-exclusive license during 
the Term of this Contract to use the MAIN Application Software solely for the purpose of 
providing the Services.  IBM Global Services and its subcontractors will not have any other 
rights to or interest in the MAIN Application Software.  

 
4.17.5 General Skills 

Notwithstanding anything to the contrary in this Section, IBM Global Services, its 
subcontractors and their personnel shall be free to use and employ its and their general 
skills, know-how and expertise, and to use, disclose and employ any generalized ideas, 
concepts, know-how, methods, techniques or skills gained or learned during the course of 
performing the Services, so long as it or they acquire and apply such information without 
disclosure of any confidential or proprietary information of the State and without any 
unauthorized use or disclosure of Work Product.  

 
4.17.6 Software Terms 

4.17.6.1 Operating Software 

All Operating Software shall be readily commercially available software used without 
modification by IBM Global Services.  IBM Global Services may not use any 
Operating Software that does not meet this condition to perform the Services unless, 
prior to first using such Operating Software, IBM Global Services grants to the State 
or its designee, at no additional charge, a perpetual, fully paid-up license to use such 
Operating Software solely for the purpose of conducting the State’s business, 
subject to reasonable and customary license terms and conditions acceptable to the 
State in its reasonable discretion.  If IBM Global Services procures under this 
Contract a license for Operating Software to be used solely to perform the Services, 
IBM Global Services agrees to obtain such license in the name of the State if the 
State is permitted to grant IBM Global Services the right to use such Operating 
Software solely to provide Services to the State during the Term of this Contract.  In 
such event, the State agrees to grant to IBM Global Services, at no charge, but 
subject to customary confidentiality and other license terms and conditions, the right 
to use such Operating Software during the Term of this Contract solely to provide the 
Services to the State. 

 
4.17.6.2 Applications Software 

 
a. The State agrees to grant to IBM Global Services at no charge, subject to 

customary confidentiality and other license terms and conditions, the right to use 
the MAIN Application Software and, to the extent the State is permitted to do so, 
any other application software which IBM Global Services is not required to 
provide under this Contract but which the State requires IBM Global Services to 
use in order to provide the Services, solely to provide such Services to the State 
during the Term of this Contract.  IBM Global Services acknowledges that in no 
event will it have the right to make changes in the MAIN Application Software 
without the prior written authorization of the State. 
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b. All Application Software provided by IBM Global Services that is not owned by 
the State shall be readily commercially available software used without 
modification by IBM Global Services.  IBM Global Services may not use any 
Application Software that does not meet this condition to perform the Services 
unless, prior to first using such Application Software, IBM Global Services grants 
to the State or its designee, at no additional charge, a perpetual, fully paid-up 
license to use such Application Software solely for the purpose of conducting the 
State’s business, subject to reasonable and customary license terms and 
conditions acceptable to the State in its reasonable discretion.  If IBM Global 
Services procures under this Contract a license for Application Software to be 
used solely to perform the Services, IBM Global Services agrees to obtain such 
license in the name of the State if the State is permitted to grant IBM Global 
Services the right to use such Application Software solely to provide Services to 
the State during the Term of this Contract.  In such event, the State agrees to 
grant to IBM Global Services, at no charge, but subject to customary 
confidentiality and other license terms and conditions, the right to use such 
Application Software during the Term of this Contract solely to provide the 
Services to the State.  

 
4.17.6.3 Third-Party Software 

 
Before installing any Third-Party Software for use by the State in receiving the 
Services, IBM Global Services must first provide a copy of each license agreement 
for such Third-Party Software to the State for its review and approval.  IBM Global 
Services shall not install any such Third-Party Software for use in providing the 
Services without first obtaining such State approval. 

 
4.17.6.4 Right to Reproduce Documentation 

 
The State shall have the right to reproduce, at no charge (but at the State’s cost for 
reproduction) and for use solely for the purpose of conducting the State’s business, 
any documentation for any Software owned by IBM Global Services or any of its 
Approved Subcontractors.  To the extent IBM Global Services has the right to do so, 
IBM Global Services grants to the State the right to reproduce at no charge, but at 
the State’s cost for reproduction, for use solely in conducting the State’s business, 
any documentation for Software owned by third parties.  If IBM Global Services does 
not have the right to grant such rights to the State with respect to any particular 
Software, IBM Global Services shall obtain and provide the State with the requested 
number of copies of the documentation for such Software and charge the State IBM 
Global Services’ Direct Cost for such copies plus a mark-up not to exceed seven 
percent (7%). 

 
4.17.6.5 Software Changes 

 
IBM Global Services acknowledges that it shall have no right to make changes to 
any MAIN Software without the prior written approval of the State, if the changes 
would require the State to incur costs to modify or upgrade other software or 
equipment used by the State or for which the State is financially responsible.  

4.18 Confidentiality 
4.18.1 Confidential Information 

IBM Global Services and the State each acknowledge that the other possesses and will 
continue to possess information that has been developed or received by it.  As used in this 
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Section, “Confidential Information” of IBM Global Services shall mean all information of IBM 
Global Services (other than Confidential Information of the State as defined below) which is 
marked confidential, restricted, proprietary or with a similar designation.  “Confidential 
Information” of the State shall mean (i) all Work Product, (ii) all information concerning MAIN, 
the business and affairs of the State, its financial affairs, and its relations with its citizens and 
employees, and (iii) any information which may be classified as confidential, proprietary or with 
a similar designation by the State. 
 

4.18.2 Protection of Confidential Information 

The State and IBM Global Services will each use at least the same degree of care to prevent 
disclosing to third parties the Confidential Information of the other as it employs to avoid 
unauthorized disclosure, publication or dissemination of its own most confidential information.  
Neither IBM Global Services nor the State will (i) make any use of the Confidential Information 
of the other except as contemplated by this Contract, (ii) acquire any right in or assert any lien 
against the Confidential Information of the other, or (iii) refuse for any reason (including a 
default or material breach of this Contract by the other Party) to promptly provide the other 
Party’s Confidential Information to the other Party if requested to do so.  IBM Global Services 
will limit disclosure of Confidential Information of the State to IBM Global Services’ employees 
who must have access thereto in order for IBM Global Services to perform the Services.  
Notwithstanding the foregoing, IBM Global Services may disclose Confidential Information of the 
State to a subcontractor of IBM Global Services where (A) use of the subcontractor is 
authorized under this Contract, (B) such disclosure is necessary or otherwise naturally occurs in 
such subcontractor’s scope of responsibility, and (C) IBM Global Services assumes full 
responsibility for the acts or omissions of such subcontractor.  At the State’s request, IBM 
Global Services and any subcontractor, and each of their respective employees assigned to 
work on or participate in performing the Services, or to review any Confidential Information of 
the State, may be required by the State to sign confidentiality statements as a condition to being 
granted access or continued access to such Confidential Information. 

 
4.18.3 Exclusions 

Notwithstanding the foregoing, this Section will not apply to any particular information which the 
State or IBM Global Services can demonstrate (i) was, at the time of disclosure to it, in the 
public domain; (ii) after disclosure to it, is published or otherwise becomes part of the public 
domain through no fault of the receiving Party; (iii) was in the possession of the receiving Party 
at the time of disclosure to it; (iv) was received after disclosure to it from a third party who had a 
lawful right to disclose such information to it without any obligation to restrict its further 
disclosure; or (v) was independently developed by the receiving Party without reference to 
Confidential Information of the furnishing Party.  Further, this Section 4.18 will not apply to any 
particular information which the receiving Party is required by law to disclose. 

 
4.18.4 No Implied Rights 

Nothing contained in this Section 4.18 shall be construed as obligating a Party to disclose any 
particular Confidential Information to the other Party, or as granting to or conferring on a Party, 
expressly or impliedly, any right or license to the Confidential Information of the other Party. 

 
4.18.5 Remedies 

Each Party acknowledges that, if it breaches (or attempts or threatens to breach) its obligations 
under this Section 4.18, the other Party will be irreparably harmed.  Accordingly, if a court of 
competent jurisdiction should find that a Party has breached (or attempted or threatened to 
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breach) any such obligations, such Party will not oppose the entry of an appropriate order 
compelling performance by such Party and restraining it from any further breaches (or 
attempted or threatened breaches). 

4.19 Benchmarking 
4.19.1 General - No earlier than thirty (30) months after the Effective Date, either Party may request a 

Benchmark Study to determine whether the charges and Performance Standards being 
measured remain competitive, taking into account comparable services, performance 
standards, volume commitments, and terms and conditions.  Either Party may, upon at least 
120 days prior written notice, initiate these Benchmark Studies on any individual Service Tower, 
or combination of Service Towers.  IBM acknowledges and agrees that the State may need a 
reasonable amount of time to secure the funding needed to conduct a Benchmark Study 
initiated by IBM.  Either Party may initiate Benchmark Studies of Service Towers anytime after 
the initial thirty (30) month waiting period, provided that no individual Service Tower has a 
Benchmark Study begin within thirty (30) months of the conclusion of a previous Benchmark 
Study on the same Service Tower (e.g., mainframe Service Tower can only be benchmarked 
one time during any 30 month period).  Further, any individual Service Tower may only be 
benchmarked two times during the ten year term of the Agreement, unless otherwise mutually 
agreed between the Parties.  

 
4.19.2 Benchmark Principles - Each Benchmark Study will be consistent with the following principles: 

 
4.19.2.1 the Parties will mutually agree upon a third party Benchmarker to conduct the 

Benchmark Study, taking into consideration the skills, experience, responsiveness, 
objectivity, availability, fees and expenses of qualified firms or individuals; 

 
4.19.2.2 the Parties will share equally the fees and expenses the Benchmarker charges in 

conducting the Benchmark Study; 
 
4.19.2.3 the Benchmark Study will be conducted in a collaborative fashion (i.e., both Parties 

will remain involved throughout); 
 
4.19.2.4 prior to conducting the Benchmark Process, the Benchmarker will execute 

appropriate confidentiality agreements; 
 
4.19.2.5 all information and data generated and provided by the Benchmarker will be shared 

with both Parties; and 
 
4.19.2.6 in the event any changes to the charges or Performance Standards are implemented 

(as described in section 4.04), such changes will be effective starting the first month 
after completion of the appropriate amendment to the Agreement, unless a different 
date is mutually agreed to by the Parties 

 
4.19.3 Benchmark Study Methodology - IBM shall reasonably cooperate with the State and/or the 

Benchmarker in connection with the effort described in this Section, but in no event shall IBM 
have any obligation to disclose other customer information or information regarding IBM’s costs. 
Further, the Benchmark Study shall be conducted so as to not interfere with the on-going 
provision of Services by IBM. The State, IBM, and the Benchmarker will conduct the Benchmark 
Study adhering to the following guidelines: 

 
4.19.3.1 the data used by the Benchmarker will be a representative sample derived from a 

sufficient number of other outsourced organizations that share substantially similar 
attributes with respect to size, scope and nature of overall services, geographic 
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scope of overall services, quality standards, technology, and service levels (the 
Benchmark Comparators); 

 
4.19.3.2 the Benchmarker shall normalize the data to accommodate differences between the 

volume of services, scope of services, service levels, financing or payment streams, 
costs and other relevant factors pertaining to the Agreement and those applicable to 
the Benchmark Comparators; 

 
4.19.3.3 a minimum of 3 months of usage data must be provided by the Parties for 

assessment, but the State or IBM may provide more if mutually agreed;  
 
4.19.3.4 the data used by the Benchmarker in the Benchmark Study will be reasonably 

current, i.e., based on services provided to the State and the Benchmark 
Comparators no more than 12 months prior to the start of the Benchmark Process; 

 
4.19.3.5 IBM will have the right to participate, comment upon and review the Benchmarker’s 

normalization methodology and any and all findings.  IBM and the State shall 
mutually agree to the Benchmarker methodology, and to any appropriate 
adjustments because of differences between the services provided to the 
Benchmark Comparators and the Services provided to the State; 

 
4.19.3.6 the Parties will agree to cooperate with the Benchmarker in the Benchmark Study 

activities and to provide the Benchmarker with such information as is reasonably 
necessary to conduct the Benchmark Study; 

 
4.19.3.7 the Benchmarker will provide the Benchmark Results, including the data, analysis, 

findings, and any supporting documentation, to the State and IBM, as appropriate, 
throughout the Benchmark Study; and 

 
4.19.3.8 the Benchmark Results will be prepared promptly, but no later than 90 days from the 

conclusion of the Benchmark Study. 
 

4.19.4 Benchmark Results - The State and IBM will review and act upon the Benchmark Results as 
follows: 

 
4.19.4.1 The State and IBM will review the Benchmark Results during the Benchmark Review 

Period. 
 
4.19.4.2 If either Party disputes in good faith the Benchmark Results, such Party will submit to 

the other Party within ten (10) days a written notice identifying with specificity the 
nature of the Party’s issues (e.g., assumptions, factors which were not considered, 
etc.) for further discussion and resolution. In the event the Parties are unable to 
resolve the issue(s), then the matter will thereafter be resolved in accordance with 
Section 4.22 (Dispute Resolution).  The results of the dispute resolution process will 
be considered the “Benchmark Results”. 

 
4.19.4.3 The State and IBM agree to discuss in good faith any appropriate adjustments 

(either an increase or decrease) to the price, Services, or Service Levels based upon 
the Benchmark Results. In the event the Benchmark Results are less than the 
charges then being charged the State in the aggregate for that Service Tower and 
that the variance from standard industry charges cannot be attributed to unique 
requirements of the Services or Service Levels, or otherwise demonstrate that IBM’s 
pricing is not in the top quartile of the benchmark range, as determined by the 
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Benchmark Comparators, for the aggregate Service Tower being benchmarked, as a 
guideline, IBM will consider:  (1) adjusting the charges downward and/or improving 
the performance metrics, as applicable, to reflect the Benchmark Results; (2) 
maintaining the prices and performance metrics as they are and offering the State 
other services of equal value to the difference between the existing Exhibit charges 
and the Benchmark Results; or (3) doing neither (1) nor (2) and notifying the State of 
the extent to which IBM is able to reduce the charges or improve the performance 
metrics, if any.  If IBM elects option (3), then the State shall have the right to accept 
IBM’s proposal or terminate the applicable Service Tower in accordance with the 
terms of the Agreement. If no appropriate adjustments to the price, Services or 
Service Levels are agreed upon within 60 days after conclusion of the Benchmark 
Review Period, or another period of time as may be mutually agreed between the 
Parties, the State may terminate the Service Tower in accordance with the terms of 
this Agreement. 

4.20 Termination 
4.20.1 Termination by the State for Cause 

4.20.1.1 In the event that IBM Global Services: 
  

a. breaches any of its material duties or obligations under this Contract, which 
breach is not cured, or for which the State has not accepted a plan to cure, within 
the time period specified by the State in its reasonable judgment in a written 
notice of breach to IBM Global Services, such time period to be (A) at least ten 
(10) Business Days for breaches of obligations in connection with Development 
Projects and (B) at least thirty (30) calendar days for breach of any other 
obligations under this Contract;  

 
b. breaches any particular material duty or obligation under this Contract on more 

than one occasion;  
 

c. commits numerous breaches of its duties or obligations which in the sole but 
good faith judgment of the State constitute in the aggregate a material breach 
under this Contract; or 

 
d. breaches any material duty under this Contract which is not capable of being 

cured, including, without limitation, its confidentiality obligations set forth above; 
(individually, a “Cause”), then the State may, by giving written notice to IBM 
Global Services, terminate this Contract for Cause, in whole or in part, as of a 
date specified in the notice of termination.  If the State chooses to terminate this 
Contract in part, the charges payable under this Contract will be equitably 
adjusted to reflect those Services that are terminated.  In addition to any other 
legal and equitable remedies available to the State, IBM Global Services will be 
liable for costs incurred by the State (including court costs and reasonable 
attorneys’ fees) in terminating this Contract.  

 
4.20.1.2 In the event this Contract is Terminated for Cause pursuant to this Section 4.20.1, 

and it is thereafter determined for any reason that IBM Global Services was not in 
default under the provisions of this Section 4.20.1, that Termination for Cause shall 
be deemed to have been a Termination for Convenience effective as of the same 
date, and the rights and obligations of the Parties shall be limited to those 
determined in accordance with Section 4.20.4 below. 

 
4.20.2 Termination by IBM Global Services for Nonpayment 
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In the event that the State fails to pay IBM Global Services undisputed charges when due under 
the Contract totaling at least $100,000 and fails to pay such overdue amounts within one 
hundred eighty (180) days after receipt of written notice from IBM Global Services of the failure 
to make such payments, IBM Global Services may, by giving another written notice to the State, 
terminate this Contract as of a date specified in the notice of termination.  
 

4.20.3 Termination for Lack of Funding 
 

4.20.3.1 IBM Global Services acknowledges that the Term of this Contract extends for several 
fiscal years and that continuation of this Contract is subject to appropriation of funds 
for MAIN.  If funds to enable the State to effect continued payment under this 
Contract are not appropriated or otherwise made available by law, the State shall 
have the right to terminate this Contract without penalty at the end of the last period 
for which funds have been appropriated or otherwise made available by law by giving 
written notice of termination to IBM Global Services. 

 
4.20.3.2 If funding for MAIN is reduced by law or funds to pay IBM Global Services for the 

agreed-to level of the Services to be provided by IBM Global Services are not 
appropriated or otherwise made available by law, the State may, upon thirty (30) 
days written notice to IBM Global Services, reduce the level of the Services in such 
manner and for such periods of time as the State may elect.  The charges payable 
under this Contract will be equitably adjusted to reflect such reduced level of 
Services. 

 
4.20.4 Termination for Convenience 

The State may terminate this Contract, in whole or in part, at any time and for any reason 
without penalty (i.e., without liability for damages to IBM Global Services or its subcontractors 
beyond the termination charges described in this paragraph) upon at least:  (i) thirty (30) days 
prior written notice of termination to IBM Global Services with respect to any of the Development 
Projects; and (ii) twelve (12) months prior written notice to IBM Global Services with respect to 
the Processing Services.  If the State chooses to terminate this Contract in part, the charges 
payable under this Contract will be equitably adjusted to reflect those Services that are 
terminated.  If the State terminates the term of the Processing Services prior to its scheduled 
expiration, the State will reimburse IBM Global Services for its reasonable and actual 
documented out-of-pocket expenses incurred as a result of such early termination, in an amount 
not to exceed in the aggregate the amount paid by the State to IBM Global Services for the 
Processing Services for the calendar month immediately preceding the effective date of 
termination. 
 
If the State wishes to provide IBM Global Services less than 12 months 
notice for termination the following table will be used to cap the actual 
documented out of pocket expenses incurred as a result of such early 
termination: 
 
12 months prior written notice                              $500,000 
 
9   months prior written notice                             $750,000 
 
6   months prior written notice                             $1,000,000 
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4.20.5 BRS Termination Due To Price Increase 
 

The State may terminate the BRS portion of this Contract, as of the effective date of a price 
increase of the BRS, without paying adjustment charges, if the increase by itself, or when 
combined with prior announced increases, would increase the State’s Total Monthly Charge by 
more than five percent, for any 12-month period during the remaining Term of this Contract. 
 

4.20.6 Extension of Termination Effective Date 

The State may extend the effective date of termination for not more than one hundred eighty 
(180) days upon written notice of not less than thirty (30) days prior to the then-scheduled 
termination of this Contract.  

 
4.20.7 Termination Assistance 

4.20.7.1 If this Contract or the term of any category of Services is not renewed at the end of 
the initial or any renewal term, or is earlier terminated for any reason, IBM Global 
Services must provide for up to one (1) year after the expiration or termination of this 
Contract or such term, as the case may be, all reasonable termination assistance 
requested by the State to allow the terminated or expired portion of the Services to 
continue without interruption or adverse effect and to facilitate the orderly transfer of 
such Services to the State or its designees.  Such termination assistance is 
described in more detail in Section 4.20.7.2 and will be deemed by the Parties to be 
governed by the terms and conditions of this Contract (notwithstanding its 
termination or expiration) other than any terms or conditions that do not reasonably 
apply to such termination assistance.  If and to the extent that such termination 
assistance is provided after the effective date of termination or expiration of this 
Contract, or otherwise requires resources in addition to those resources then being 
regularly utilized in performing the Services under this Contract, the State shall pay 
IBM Global Services for the resources utilized in providing such termination 
assistance at the then current rates specified in Exhibit H; provided, however, that if 
the State terminates this Contract for Cause, then the State will not be required to 
pay IBM Global Services for the additional resources utilized in providing termination 
assistance prior to the effective date of the termination or expiration of this Contract. 

 
4.20.7.2 Overview 

 
a. Introduction.  It is the intention of the Parties that, upon the expiration or 

termination for any reason of the Contract, in whole or in part, IBM Global 
Services will cooperate with the State and provide the State with the 
termination assistance described in this Section 4.20.7 of the Contract, 
including but not limited to the termination assistance described in this 
section (the “Termination Assistance”), in order to enable the State to 
obtain from another vendor, or provide for itself, services to substitute for 
or replace the expired or terminated Services previously provided by IBM 
Global Services.  The purpose of such Termination Assistance, and IBM 
Global Services’ goal in providing it, is to minimize the disruption to the 
State of transferring the expired or terminated Services provided by IBM 
Global Services. 
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b. Termination Assistance.  The Termination Assistance to be provided by IBM 
Global Services to the State or the State’s designees (if and to the extent any 
third parties are designated by the State to assume providing any of the expired 
or terminated Services) will include, without limitation, the following: 

 
(1) developing, with the assistance of the State, a plan for the transition of the 

expired or terminated Services from IBM Global Services to the State, which 
plan will include, to the extent requested by the State and not inconsistent 
with the provisions of the Contract, performance of the specific services listed 
in Section 4.20.7.3; 

 
(2) providing to applicable personnel of the State training in the performance of 

the Services then being performed by IBM Global Services which are to be 
transferred to the State; and 

 
(3) making available to the State, pursuant to mutually agreeable terms and 

conditions, any third party services obtained by IBM Global Services or its 
Approved Subcontractors that are then dedicated to the performance of 
Services under the Contract.  The State may assume IBM Global Services’ 
rights and obligations with respect to any such third party services, including, 
but not limited to, third-party Hardware and/or Software maintenance 
agreements.  

 
c. Access to Systems.  In providing the Termination Assistance, IBM Global 

Services will provide the State and its designee, agents, contractors and 
consultants with reasonable access to and use of all systems then being 
used to provide the Services to the State. 

 
d. Process.   

 
(1) IBM Global Services will identify all potential risk factors relating to the 

transition being planned, and will design plans and contingencies to mitigate 
them.  IBM Global Services will establish the relationship between IBM Global 
Services and the State or the State’s designee during the first week of the 
transition period and direct all activities to create a seamless turnover on the 
specified termination or expiration date. 

 
(2) IBM Global Services will assemble a transition management team at least 

eight (8) months prior to the expiration or termination of the term of the 
affected Service.  IBM Global Services transition management team will 
provide to the State a detailed methodology to ensure the complete review, 
certification and acceptance of IBM Global Services’ Services and 
documentation.  IBM Global Services transition management team will 
perform a comprehensive assessment of IBM Global Services’ Services 
documentation.  This assessment, and any resulting updated documentation, 
will be delivered to the State no later than three (3) months prior to the 
expiration or termination of the Contract and will include:  

 
 A list of reports and their descriptions; 

 
 A list of all licensed Software; 

 
 Computer operations procedures; 
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 Data descriptions; 

 
 IBM Global Services-developed user documentation; and 

 
 Hardware and Software configurations. 

 
(3) The State will assign a transition manager and an associated operations 

organization to work in concert with IBM Global Services transition 
management team. 

 
4.20.7.3 The specific Termination Assistance services to be provided by IBM Global Services 

under Section 4.20.7 of the Contract will include, without limitation, the following: 

a. Pre-Migration Services 
 

(1) Freeze all noncritical Software changes. 
 

(2) Notify all outside vendors of procedures to be followed during the turnover 
phase. 

 
(3) Review all Software libraries (test and production) with new operations staff. 

 
(4) Assist in establishing naming conventions for the new production site. 

 
(5) Analyze space required for the databases and the Software libraries. 

 
(6) Generate and deliver a tape and computer listing (in a form reasonably 

requested by the State and/or its designee) of the source code for the 
Software to be provided to the State under Section 4.20.8.2 to the extent that 
IBM Global Services has the source code for such Software in its possession 
and is entitled to provide such source code to the State.  (The State agrees to 
execute confidentiality agreements with the vendors of Third Party Software 
in order to facilitate the provision of source code under the previous 
sentence.) 

 
(7) Deliver to the State and/or its designee all source codes, technical 

specifications, materials and user documentation for the Software to be 
provided to the State under Section 4.20.8.2 of the Contract. 

 
(8) Explain the Control Plans and other management documents used by IBM 

Global Services to the new operations staff. 
 

(9) Provide training to new operations staff. 
 

b. Migration Services 
 

(1) Unload the production databases. 
 

(2) Deliver tapes of production databases (with content listings) to new 
operations staff. 

 
(3) Assist with the loading of the databases. 
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(4) Assist with the telecommunications turnover. 

 
(5) Assist in the execution of a parallel operation. 

 
(6) Check the effectiveness of the Hardware, Software and Internetwork 

configuration to meet the Performance Standards. 
 

(7) Correct any identified errors and provide plans and contingencies during the 
transition process. 

 
(8) Provide the State with any other necessary files, documentation, Software, or 

services necessary to complete a smooth and orderly transition. 
 

c. Post-Migration Services 
 

(1) Provide consulting support on “as needed” basis. 
 

(2) Turnover of any remaining reports and documentation still in IBM Global 
Services’ or its subcontractors’ possession or control.  

 
4.20.8 Rights Upon Termination 

4.20.8.1 In the event the State terminates this Contract or the term of a category of Services 
prior to its expiration, the State shall pay IBM Global Services for (i) all partially 
completed Development Project Deliverables of the terminated category of Services, 
on a percentage of completion basis, in the case of Termination for Convenience, or 
(ii) all partially completed Development Project Deliverables of the terminated 
category of Services, on a percentage of completion basis, that the State desires to 
have IBM Global Services turn over to the State in the case of termination of this 
Contract or a category of Services for any other reason; plus, in either case, the 
charges due under this Contract for any terminated Processing Services provided by 
IBM Global Services prior to the termination date, prorated for any partial month; 
provided, however, that if such termination is for Cause, the State shall have the 
right to set-off, against any amounts due IBM Global Services, the amount of any 
damages for which IBM Global Services is liable to the State under this Contract.  In 
no event shall the State be obligated to pay or otherwise compensate IBM Global 
Services for any lost expected future profits, or costs or expenses incurred with 
respect to, Services not actually performed or Deliverables not actually provided to 
the State. 

 
4.20.8.2 Upon termination, the State shall have the right to assume, at its option, any and all 

subcontracts for services and materials provided exclusively under this Contract, 
including, but not limited to, any contracts for maintenance services for the Hardware 
and/or Software, and may further pursue completion of the work under this Contract 
by replacement contract or otherwise as the State may in its sole judgment deem 
expedient.  

 
4.20.8.3 All Software which is used by IBM Global Services and its subcontractors exclusively 

to perform the Services at the time of nonrenewal or expiration of this Contract and 
which is not already licensed in the name of the State will, at the State’s option, be 
assigned or licensed to the State or its designees subject to normal ongoing charges 
and other license provisions.  IBM Global Services will be responsible for any 
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transfer fees.  For Software not generally available, IBM Global Services will provide 
a mutually agreeable commercially available substitute, subject to reasonable 
ongoing license charges.  

 
4.20.8.4 The State will have the right to make offers of employment to any or all employees of 

IBM Global Services and its subcontractors who are performing the Services.  IBM 
Global Services will provide the State with the names, resumes and other information 
reasonably requested by the State for the purpose of exercising this right.  

 
4.20.8.5 IBM Global Services shall promptly deliver to the State, in a manner reasonably 

specified by the State, all documents and other tangible items furnished by, or 
owned, leased or licensed by, the State.  

 
4.20.9 Reservation of Rights 

Any termination of this Contract by a Party shall be with full reservation of, and without prejudice 
to, any rights or remedies otherwise available to such Party with respect to any claims arising 
prior to or as a result of such termination. 

4.21 State Performance Obligations 
4.21.1 The State’s failure to perform any of its obligations set forth in this Contract other than its 

payment obligations will not constitute a material breach of this Contract or grounds for 
termination by IBM Global Services; provided, however, that IBM Global Services’ 
nonperformance of its obligations under this Contract will be excused if and to the extent: 

 
4.21.1.1 that IBM Global Services’ nonperformance results from the State’s failure to perform 

its obligations; and 
 
4.21.1.2 IBM Global Services uses commercially reasonable efforts to perform 

notwithstanding the State’s failure to perform (with the State reimbursing IBM Global 
Services for any additional Direct Costs for such efforts in accordance with Section 
4.1.4). 

4.22 Dispute Resolution 
4.22.1 Informal Dispute Resolution 

4.22.1.1 Any claim, counterclaim, or dispute between the State and IBM Global Services 
arising out of or relating to this Contract shall be resolved as set forth herein.  Any 
claim not timely submitted by IBM Global Services within the deadlines provided in 
this Contract or, if such deadline is not otherwise provided, more than sixty (60) days 
from the occurrence of the event which gives rise to the dispute, shall be deemed 
waived. 

 
4.22.1.2 A claim is a properly and timely written demand or assertion by the State or IBM 

Global Services seeking an adjustment in the amounts payable to IBM Global 
Services under this Contract, an extension or shortening of the time for IBM Global 
Services’ performance, the adjustment or interpretation of Contract terms, or any 
other relief arising under or relating to this Contract, which can only become a 
dispute after a determination by the State under the appropriate provision of this 
Contract.  

 
4.22.1.3 For all IBM Global Services claims seeking an increase in the amounts payable to 

IBM Global Services under this Contract, or the time for IBM Global Services’ 
performance, IBM Global Services shall submit an affidavit executed by an officer of 
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IBM Global Services certifying that (i) the claim is made in good faith, (ii) the amount 
claimed accurately reflects the adjustments in the amounts payable to IBM Global 
Services or the time for IBM Global Services’ performance for which IBM Global 
Services believes the State is liable and covers all costs of every type to which IBM 
Global Services is entitled from the occurrence of the claimed event, and (iii) the 
supporting data provided with such an affidavit are current and complete to IBM 
Global Services’ best knowledge and belief.  

 
4.22.1.4 If the IBM Global Services Project Executive and the State Project Director are 

unable to resolve a dispute, then upon the written request of a Party, the IBM Global 
Services Contract Administrator will meet with the State Project Director for the 
purpose of endeavoring to resolve such dispute.  

 
4.22.1.5 If the State Project Director and the IBM Global Services Contract Administrator are 

unable to resolve the dispute, IBM Global Services’ Contract Administrator will meet 
with the State Contract Administrator and with the State Purchasing Director, or their 
designees, for the purpose of endeavoring to resolve such dispute.  

 
4.22.1.6 The representatives of IBM Global Services and the State shall meet as often as the 

Parties reasonably deem necessary in order to gather and furnish to each other all 
information with respect to the matter in issue which the Parties believe to be 
appropriate and germane in connection with its resolution.  The representatives shall 
discuss the problem and negotiate in good faith in an effort to resolve the dispute 
without the necessity of any formal proceeding.  

 
4.22.1.7 During the course of negotiations, all reasonable requests made by one Party to 

another for non-privileged information reasonably related to this Contract will be 
honored in order that each of the Parties may be fully advised of the other’s position.  

 
4.22.1.8 The specific format for the discussions will be left to the discretion of the designated 

State and IBM Global Services representatives, but may include the preparation of 
agreed-upon statements of fact or written statements of position.  

 
4.22.1.9 Formal proceedings for the resolution of a dispute may not be commenced until the 

earlier of:  
 

a. the designated representatives concluding in good faith that amicable resolution 
through continued negotiation of the matter does not appear likely; or  

 
b. thirty (30) days after the initial request to negotiate the dispute;  

 
provided, however, that this provision will not be construed to prevent a Party from 
instituting formal proceedings earlier to avoid the expiration of any applicable 
limitations period, to preserve a superior position with respect to other creditors, or 
pursuant to Section 4.22.3 below. 

 
4.22.2 Formal Dispute Resolution 

4.22.2.1 If the State and IBM Global Services are unable to resolve any controversy relating 
to or arising under this Contract as contemplated by Section 4.22.1 above, then 
either Party shall have recourse in the Michigan state courts as set forth herein.  In 
the case of an action initiated by IBM Global Services against the State, such action 
shall be submitted to the Michigan Court of Claims; while in the case of an action by 
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the State against IBM Global Services, such action shall be initiated in the applicable 
Michigan District or Circuit Court; provided, however, that the State reserves, as its 
sole option, the right to require that any particular claim for damages, whether it is 
initiated by IBM Global Services or the State, be submitted to mandatory and binding 
arbitration as provided below.  Prior to commencing any action against the State in 
the Michigan Court of Claims, IBM Global Services shall request the State to inform 
IBM Global Services whether the controversy shall be resolved through litigation in 
the Court of Claims or by mandatory and binding arbitration.  If the controversy is to 
be resolved by arbitration, then the following procedures shall apply: 

 
a. Selection of Arbitrator 

 
The State shall notify the American Arbitration Association in Detroit, Michigan 
(“AAA”) and IBM Global Services in writing describing in reasonable detail the 
nature of the dispute (the “Dispute Notice”), and shall request that AAA furnish to 
the Parties a list of nine (9) possible arbitrators who shall be licensed to practice 
law in the United States, who shall not have any conflict of interest, and who shall 
have at least five (5) years of experience in data communications and data 
processing matters.  Each Party shall have fifteen (15) days to reject three (3) of 
the proposed arbitrators.  If three (3) individuals have not been so rejected, they 
shall serve as arbitrators; if four (4) or more individuals have not been so 
rejected, the AAA shall select three (3) arbitrators from those individuals. 

 
b. Conduct of Arbitration 

 
Arbitration will be conducted by the arbitrators selected pursuant to above with 
respect to the dispute described in the Dispute Notice and any other disputes 
related to this Contract between the Parties which:  (i) are pending at the 
inception of such arbitration and not otherwise being arbitrated under this Section 
4.22.2, or (ii) arise during the pendency of such arbitration, in accordance with 
the Commercial Arbitration Rules of the AAA, except as specifically provided 
otherwise in this Section 4.22.2.  The arbitrators will allow reasonable discovery 
pursuant to the Michigan Rules of Court, except that the arbitrators may limit or 
extend the time limits and/or extent of said discovery consistent with the 
purposes and nature of the specific arbitration at issue.  The arbitrators will have 
no power or authority, under the Commercial Arbitration Rules of AAA or 
otherwise, to amend or disregard any provision of this Contract, except as 
provided in Section 4.30.  The arbitration hearing shall be limited to not more 
than ten (10) hearing days, with each of the Parties being allocated one-half of 
the time for the presentation of its case.  Unless otherwise agreed to by the 
Parties, an arbitration hearing shall be conducted on consecutive Business Days. 

 
c. Replacement of Arbitrator 

 
Should an arbitrator refuse or be unable to proceed with arbitration proceedings 
as called for by this Section 4.22.2, the arbitrator shall be replaced by an 
arbitrator who is selected from the other arbitrators originally proposed by AAA 
and is not rejected by the Parties, if any, or, if there are no remaining proposed 
arbitrators who have not been rejected, by repeating the process of selection 
described in Section 4.22.2.1.a. above.  If an arbitrator is replaced pursuant to 
this Section 4.22.2.1.c., then a rehearing shall take place in accordance with the 
provisions of this Section 4.22.2 and the Commercial Arbitration Rules of the 
AAA. 
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d. Findings and Conclusions 

 
The arbitrator rendering judgment upon disputes between the Parties to this 
Contract shall, after reaching judgment and award, prepare and distribute to the 
Parties a writing describing the findings of fact and conclusions of law relevant to 
such judgment and award and containing an opinion setting forth the reasons for 
the giving or denial of any award.  The Parties agree that the arbitrator’s opinion 
shall be a confidential document subject to the confidentiality obligations 
contained in this Contract. 

 
e. Place of Arbitration Hearings 

 
Arbitration hearings shall be held in Lansing, Michigan. 

 
f. Time of the Essence 

 
The arbitrators are instructed that time is of the essence in the arbitration 
proceeding, and that the arbitrators shall have the right and authority to issue 
monetary sanctions against either of the Parties if, upon a showing of good 
cause, that Party is unreasonably delaying the proceeding.  The arbitrators shall 
render their judgment or award within fifteen (15) days following the conclusion of 
the arbitration proceeding.  The judgment or award of the arbitrators shall be final 
and binding on the Parties, and judgment thereon may be entered or enforced in 
any court having jurisdiction thereof or having jurisdiction over either of the 
Parties or their assets. 

 
4.22.3 Injunctive Relief 

The only circumstance in which disputes between the State and IBM Global Services will not be 
subject to the provisions of Sections 4.22.1 and 4.22.2 above is where a Party makes a good 
faith determination that a breach of the terms of this Contract by the other Party is such that the 
damages to such Party resulting from the breach will be so immediate, so large or severe and 
so incapable of adequate redress after the fact that a temporary restraining order or other 
immediate injunctive relief is the only adequate remedy. 
 

4.22.4 Continued Performance 

IBM Global Services agrees to continue performing its obligations under this Contract while any 
dispute is being resolved unless and until such obligations are terminated by the termination or 
expiration of this Contract. 
 

4.22.5 Governing Law 

The provisions of this Contract shall be construed in accordance with the substantive laws of 
Michigan without regard to its choice of law rules. 

 
4.22.6 Jurisdiction 

IBM Global Services irrevocably consents with respect to any claims it has against the State, 
arising out of or in connection with this Contract, to the exclusive jurisdiction of the Michigan 
Court of Claims (except as otherwise provided by law) and with respect to any claim between 
the Parties, to venue in Ingham County, Michigan, and irrevocably waives any objections it may 
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have to such jurisdiction on the grounds of lack of personal jurisdiction of such court or the 
laying of venue of such court or on the basis of forum non conveniens or otherwise.  IBM Global 
Services agrees to appoint agents in the State to receive service of process. 

4.23 Excusable Failure 
Neither Party will be liable for any default or delay in the performance of its obligations under this Contract if 

and to the extent such default or delay is caused, directly or indirectly, by:  fire, flood, earthquake, 
elements of nature or acts of God; riots, civil disorders, rebellions or revolutions in any country; the 
failure of the State to perform its material responsibilities under this Contract (either itself or through 
another contractor); or any other cause beyond the reasonable control of such Party; provided the non-
performing Party and its subcontractors are without fault in causing such default or delay, and such 
default or delay could not have been prevented by reasonable precautions and cannot reasonably be 
circumvented by the non-performing Party through the use of alternate sources, workaround plans or 
other means.  In such event, the non-performing Party will be excused from any further performance or 
observance of the obligation(s) so affected for as long as such circumstances prevail and such Party 
continues to use its best efforts to recommence performance or observance whenever and to whatever 
extent possible without delay provided such Party promptly notifies the other Party in writing of the 
inception of the excusable failure occurrence, and also of its abatement or cessation.  If any of the 
above-enumerated circumstances substantially prevent, hinder, or delay performance of the Services 
necessary for the performance of the State’s functions for more than three (3) consecutive days, and 
the State determines that performance is not likely to be resumed within a period of time that is 
satisfactory to the State in its reasonable discretion, then at the State’s option:  (a) the State may 
procure such services from an alternate source and pay for such third-party services directly in lieu of 
paying IBM Global Services; (b) the State may terminate any portion of this Contract so affected and 
the charges payable thereunder shall be equitably adjusted to reflect those terminated services; or (c) 
this Contract will terminate without liability of the State to IBM Global Services as of a date specified by 
the State in a written notice of termination to IBM Global Services.  IBM Global Services will not have 
the right to any additional payments from the State as a result of any excusable failure occurrence or to 
payments for services not rendered as a result of the excusable failure condition.  Defaults or delays in 
performance by IBM Global Services which are caused by acts or omissions of its subcontractors will 
not relieve IBM Global Services of its obligations under this Contract except to the extent that a 
subcontractor is itself subject to an excusable failure condition described above and IBM Global 
Services cannot reasonably circumvent the effect of the subcontractor’s default or delay in performance 
through the use of alternate sources, workaround plans or other means. 

 
If a disaster is declared and Business Recovery Services (BRS) are provided according to the 
provisions of Section 5.6, then the excusable failure provisions of the Contract are suspended.  The 
other provisions of the Contract remain in full force, except as expressly modified by Section 5.6 of the 
Contract.  If the State chooses not to continue to utilize BRS under Section 5.6 from IBM Global 
Services at any time subsequent to a disaster being declared under Section 5.6, the excusable failure 
provisions of this Contract shall no longer be suspended. 

4.24 State Exculpation 
Except to the extent provided in Section 4.1.4, pursuant to which IBM Global Services may be entitled 
to obtain compensation for lost efforts due to the State’ failure to perform its material responsibilities 
under this Contract, which section shall apply whether or not the State has engaged a contractor to 
perform the responsibilities of the State under this Contract, IBM Global Services acknowledges and 
agrees that the State shall not be responsible for or liable to IBM Global Services or its subcontractors 
for any increased costs or expenses that may be incurred by IBM Global Services, or for any other 
damages that may be suffered by IBM Global Services, as a result of any act or omission of any other 
contractor to the State. 

4.25 Minority/Women/Handicapper Subcontracting 
To assist the State in monitoring the participation of certified minority/women/handicapper owned and 
operated firms in State contracts, IBM Global Services will be required to submit a quarterly report 
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outlining expenditures to such firms for the reporting period under subcontracts entered into for the 
purpose of performing Services under this Contract.  

4.26 Nondiscrimination Clause 
In the performance of any Contract or purchase order resulting herefrom, the bidder agrees not to discriminate 

against any employee or applicant for employment, with respect to their hire, tenure, terms, conditions 
or privileges of employment, or any matter directly or indirectly related to employment, because of race, 
color, religion, national origin, ancestry, age, sex, height, weight, marital status, physical or mental 
disability unrelated to the individual's ability to perform the duties of the particular job or position.  The 
bidder further agrees that every subcontract entered into for the performance of any Contract or 
purchase order resulting herefrom will contain a provision requiring non-discrimination in employment, 
as herein specified, binding upon each subcontractor.  This covenant is required pursuant to the Elliot 
Larsen Civil Rights Act, 1976 Public Act 453, as amended, MCL 37.2101, et seq, and the Persons with 
Disabilities Civil Rights Act, 1976 Public Act 220, as amended, MCL 37.1101, et seq, and any breach 
thereof may be regarded as a material breach of the Contract or purchase order. 

4.27 News Releases 
IBM Global Services will not make any news releases, public announcements or public disclosures, nor 
will it have any conversations with representatives of the news media, pertaining to this Contract, or the 
Services, without the prior written approval of the State, and then only in accordance with explicit 
written instructions from the State.  

4.28 Independent Contractor Relationship 
The relationship between the State and IBM Global Services is that of client and independent 
contractor.  No agent, employee, or servant of IBM Global Services or any of its subcontractors shall be 
or shall be deemed to be an employee, agent or servant of the State.  IBM Global Services will be 
solely and entirely responsible for its acts and the acts of its agents, employees, servants and 
subcontractors during the performance of this Contract. 

4.29 No Third Party Beneficiaries 
It is expressly understood and agreed by the Parties that this Contract and the Services provided 
hereunder are not intended to inure to the benefit or detriment of any third party, except in the case of a 
third party that is entitled to be indemnified under the terms of Section 4.15. 

4.30 Severability 
Whenever possible, each provision of this Contract will be interpreted in such a manner as to be 
effective and valid under applicable law.  If any provision of this Contract, however, is held to be 
prohibited or invalid under applicable law, such provision will be deemed restated to reflect the original 
intentions of the Parties as nearly as possible in accordance with applicable law, and, if capable of 
substantial performance, the remaining provisions of this Contract shall be enforced as if this Contract 
was entered into without the invalid provision.  If the ruling and/or controlling principle of law or equity 
leading to the ruling is subsequently overruled, modified or amended by legislative, judicial or 
administrative action, then the provision(s) in question as originally set forth in this Contract will be 
deemed valid and enforceable to the maximum extent permitted by the new controlling principle of law 
or equity. 

4.31 Unfair Labor Practices 
The State may void this Contract if IBM Global Services or any subcontractor, manufacturer or supplier 
of IBM Global Services appears in the register compiled by the Michigan Department of Labor, 
pursuant to Public Act No. 278 of 1983 (MCL 423.321(b); MSA 17,458(21)(b). 

4.32 Captions and Headings 
Captions and headings presented throughout this Contract are for information and organization 
purposes.  Captions and headings, including inaccurate references, do not, in any way, define or limit 
the requirements or terms and conditions of this Contract. 

4.33 Survival 
Any provisions of this Contract that impose continuing obligations on the Parties including, but not 
limited to, the Parties’ respective warranty, indemnity and confidentiality obligations, shall survive the 
expiration or termination of this Contract for any reason. 
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4.34 Pass-Through of Manufacturers’ Warranties 
If, under this Contract, IBM Global Services procures any materials or products (including the Hardware 
and Software) for the State, IBM Global Services shall assign or otherwise transfer to the State or its 
designees, or afford the State the benefits of, any manufacturer’s warranty for such materials or 
products. 

4.35 Non-solicitation 
IBM Global Services shall not, during the Term of this Contract and for a period of twelve (12) months 
thereafter, knowingly offer employment to or employ or solicit for employment any person who is a 
State employee or was a State employee during the previous six months with whom IBM Global 
Services had substantial contact in the course of performing its obligations under this Contract. 

4.36 Taxes 
The State is exempt from Federal Excise Tax, State and Local Sales Tax, and Use Tax with respect to 
the sale to and use by it of tangible personal property, and such taxes shall not be included in invoices 
submitted to the State under this Contract.  Sales to the State are not exempt from the environmental 
protection regulatory fee imposed pursuant to Section 8 of Act 152 of the Public Acts of the State.  Any 
other taxes imposed on the Services, or on materials, or products provided by IBM Global Services, or 
otherwise resulting from IBM Global Services charges to the State are included in the IBM Global 
Services charges and rates set forth in Exhibit H, and will not be separately paid or reimbursed by the 
State. 

4.37 Notices 
Any notice given to a Party under this Contract shall be deemed effective, if addressed to such Party as 
addressed below, upon:  (i) delivery, if hand delivered; (ii) receipt of a confirmed transmission by 
telefacsimile if a copy of the notice is sent by another means specified in this Section 4.37; (iii) the third 
(3rd) Business Day after being sent by U.S. mail, postage pre-paid, return receipt requested; or (iv) the 
next Business Day after being sent by a nationally recognized overnight express courier with a reliable 
tracking system. 

 
IBM Global Services: 
 

 
Mr. William Ruddock 
IBM Michigan MAIN Project Executive and Contract Administrator 
8th Floor, George W. Romney Building 
Lansing, Michigan  48909 
Fax:  517-373-2446 

 
State: 
 
Ms. Kathryn Jones 
Director of Acquisition Services 
Acquisition Services 
Department of Management and Budget 
2nd Floor, Steven T. Mason Building 
P.O. Box 30026 
Lansing, Michigan  48909 
Fax:  (517) 335-0046 
 
Mr. Douglas Johnson 
Director of MAIN and Contract Administrator 
Department of Information Technology 
8th Floor, George W. Romney Building 
P.O. Box 30026 
Lansing, Michigan  48909 
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Fax:  (517) 335-6940 
 

Either Party may change its address where notices are to be sent by giving notice in accordance with 
this Section. 

4.38 Amendments 
This Contract may be modified or amended solely by a writing executed by authorized representatives of both 

Parties. 
 
4.39 Waivers 
Any waiver by a Party must be in writing and signed by the Party waiving its right(s) to be effective.  No waiver 

shall operate as a waiver to a breach of any other provision, or any other breaches of the same 
provision, of this Contract. 

 
4.40 Covenant of Good Faith 
Each Party agrees that, in its dealings with the other Party or in connection with this Contract, it shall act 

reasonably and in good faith. 
 
4.41 Entire Agreement 
This Contract contains the entire agreement between the Parties with respect to its subject matter and 

supersedes all other prior or contemporaneous communications between the Parties, whether written 
or oral. 

 
4.42 Consents and Approvals 

Except as expressly provided otherwise in this Contract, if either Party requires the consent or approval 
of the other Party for the taking of any action under this Contract, such consent or approval shall not be 
unreasonably withheld or delayed.  An approval or consent given by a Party under this Contract shall 
not relieve the other Party from responsibility for complying with the requirements of this Contract, nor 
shall it be construed as a waiver of any rights under this Contract, unless otherwise expressly provided 
in such approval or consent. 

 
4.43 State Facilities 

The State shall designate from time to time sufficient space in State premises as required by IBM 
Global Services to perform the Services (collectively, the “State Facilities”).  IBM Global Services shall 
observe and comply with all rules and regulations relating to each of the State Facilities used by IBM 
Global Services, in the course of providing the Services.  IBM Global Services agrees that it will not, 
without the prior written consent of the State, use any State Facilities provided for IBM Global Services’ 
use, or to which IBM Global Services otherwise gains access in the course of performing the Services, 
for any purpose other than to provide the Services to the State. 

9.0 STATEMENT OF WORK 
 
This Section describes the general operating principles to be utilized to perform all aspects of the Services that 
IBM provides to the State. 
 

5.0.1 Systems Management Controls.  IBM Global Services’ performance of the Services will be 
managed and operated in strict compliance with the proven automated processes, disciplines 
and methodologies of Systems Management Controls (“SMC”).  The SMC will be considered 
part of the Services to be provided by IBM Global Services and include: 

 
• service level management 

 
• problem management 
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• change management 

 
• performance management 

 
• capacity management 

 
• recovery management 

 
• online management 

 
• batch management 

 
IBM Global Services, in consultation with the State, will use the SMC automated tools to 
identify, track and resolve problems.  IBM Global Services will train the State’s staff on the SMC 
tools and processes.  The following are brief descriptions of certain SMC management 
disciplines to be employed by IBM Global Services in performing the Services.  The descriptions 
of particular SMCs included in this Section are to further describe IBM Global Services’ 
responsibilities with respect to performing such SMCs and are not in any way to be construed 
as limiting IBM Global Services’ obligations in respect of such SMCs. 

 
5.0.2 Reporting and Meetings 

 
5.0.2.1 Reporting.  In addition to the reports specified below, within thirty (30) days after the 

Effective Date and each Commencement Date, as applicable, the Parties will 
mutually determine an appropriate set of periodic reports for a Development Project 
or Processing Services, respectively, to be provided by IBM Global Services to the 
State, in addition to those specified in each Service’s Work Plan or Control Plan.   

 
a. Status Reports.  IBM Global Services agrees to deliver to the State biweekly 

written status reports, both on the dates and in the form designated by the State.   
 

(1) Problem Reports.  Each status report shall contain a report on whether or not 
all tasks for which IBM Global Services is responsible are proceeding as 
planned and shall be completed by the dates delineated in the Work Plan, 
and a report on whether or not any delays are expected in IBM Global 
Services’ full and complete performance of each task.  The purpose of these 
reports is to avoid last minute changes in schedules and to provide early 
notification that circumstances or other matters not under IBM Global 
Services’ control may or will cause delays in IBM Global Services’ 
performance. 

 
(2) Time Records.  At the request of the State, IBM Global Services shall provide 

to the State, weekly or biweekly, time records indicating on a daily basis the 
effort expended and work performed by each of its staff and the Approved 
Subcontractors’ staff performing the obligations of IBM Global Services 
hereunder in accordance with this Contract. 

 
b. Known Failures to Perform.  With respect to the Development Projects and the 

Processing Services, IBM Global Services agrees to immediately bring all 
failures of which it is aware by the State or by subcontractors performing IBM 
Global Services’ obligations hereunder or of other MAIN contractors to perform 
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their assigned or agreed responsibilities which impact the ability of IBM Global 
Services to perform its responsibilities under this Contract to the attention of the 
State Contract Administrator or his designee.  If the failure is not remedied in 
three (3) Business Days or such other period as is granted by the State, IBM 
Global Services agrees to describe the failure and its potential impact on the full 
and complete performance of IBM Global Services’ obligations hereunder in its 
next issued status report.  IBM Global Services’ responsibilities to perform under 
this Contract are in no way relieved by such reports. 

 
c. Missed Performance Standards.  With respect to the Processing Services, in the 

event that a Performance Standard is missed, IBM Global Services will conduct a 
Business Impact Analysis (“BIA”).  The BIA is a formal process to assist 
management in directing the necessary resources to fix the problems that 
caused missed Performance Standard.  The process will begin with a technical 
review of each problem to determine the root cause of the failure.  The 
responsible management will be identified and action plans will be developed, 
reviewed and approved to fix the problem and eliminate recurrences.  Root 
causes may be in software, hardware, Internetwork or process failures. 

 
5.0.2.2 Meetings.  Within thirty (30) days after the Effective Date and within thirty (30) days 

after each Commencement Date, the Parties will mutually determine an appropriate 
set of periodic meetings to be held between representatives of the Parties regarding 
each Development Project or Processing Services, respectively.  At a minimum and 
unless the Parties otherwise agree, the following meetings will be held between 
appropriate representatives of IBM Global Services and the State, at times and 
places established by the State. 

 
a. Problem Management Meeting ⎯- Reviews any problems that have occurred 

during the previous week and reviews the schedule for the next week.  This 
meeting will be attended by both the State and IBM Global Services 
management and staff, and will be conducted as needed; 

 
b. Production Schedule Meeting – Weekly review the development and production 

requirements to assure the production schedule will meet the needs of the State. 
 

c. Service Level Attainment Review – A monthly meeting with the MAIN Director 
and Technical Manager to review Service Level Reports from the prior month; 

 
d. Quarterly Capacity Planning Meeting; and 

 
e. At least once each year during the Term of this Contract, senior representatives 

of IBM Global Services shall meet with the State Contract Administrator to review 
changes implemented during the previous year and discuss possible changes to 
be implemented during the coming year.  At such meetings, IBM Global Services 
should present recommendations to the State on Hardware and Software 
improvements and changes that IBM Global Services believes would significantly 
reduce costs, improve service or enhance the operability or reliability of MAIN. 

 
Meetings will have a published agenda, issued by the Party requesting the meeting 
or as mutually agreed, distributed sufficiently in advance of the meeting to allow 
meeting participants a reasonable opportunity to prepare for the meeting. 
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5.0.3. Security. IBM Global Services shall be responsible for the planning and installation of all 
security systems and procedures relating to the Services, and for the security of all physical and 
information assets hereunder.  IBM Global Services’ physical and information asset security 
practices during the Term will meet or exceed the State’s requirements.   

 
5.0.3.1 Information Security Controls.  IBM Global Services agrees to maintain and keep 

current the Information Security Controls - State of Michigan MAIN document.  This 
guideline serves as a basis to define and document the requirements for 
mainframe/host and LAN system services, as agreed to by IBM and MAIN.  
Application Development and Maintenance (AD/M), System Management Control 
(SMC), and Disaster Recovery (D/R) are NOT addressed in this guideline.  As of the 
Effective Date, the latest version of the Information Security Controls - State of 
Michigan MAIN document is dated October 23, 2001, and is signed by both Parties. 

 
5.0.3.2 State Security Policies.  The security policies for all the State sites will be determined 

and documented by the State.  IBM Global Services will administer those policies 
and report system-detected violations to the State for action.  IBM Global Services 
will assist the State in enhancing State policies relating to data and physical security. 

 
5.0.4. Efficient Resource Use and Technological Advancements 

 
5.0.4.1 During the Term, IBM Global Services shall make efficient use of the resources that 

will be separately chargeable to the State under this Contract, including but not 
limited to: 

 
a. making schedule adjustments (consistent with the State’s priorities and 

schedules for the Services to be provided under this Contract), 
 

b. scheduling the performance of noncritical functions so that established limits are 
not exceeded whenever possible, and 

 
c. tuning or optimizing the systems used to perform the Services. 

 
5.0.4.2 During the term of the Processing Services, each time that IBM Global Services 

elects to make a material change in the Hardware or Operating Software 
environment that impacts the CPU-hour utilization of the State (a “System Change”), 
IBM Global Services will determine, at a mutually agreed level of detail, the amount 
of application CPU-hours required to process a representative sample of the State’s 
work immediately prior to the System Change and immediately after the System 
Change.  If the application CPU-hours usage after the System Change is greater 
than the application CPU-hours usage prior to the System Change, then the State 
shall not be required to pay for any increased application CPU-hours usage due to 
the System Change, until the time, if any, when IBM Global Services is able to 
operate the Hardware and Software such that the application CPU-hours usage after 
the System Change is less than or equal to the application CPU-hours usage before 
the System Change, based upon the same representative sample of data. 

 
5.0.4.3 IBM Global Services agrees to use commercially reasonable efforts, without an 

increase in charges to the State, to maintain a level of technology, including 
investing in and utilizing applicable advances in hardware, software and other 
technology, that IBM Global Services reasonably and in good faith determines is 
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appropriate for the performance of the Services in an efficient and cost-effective 
manner.  In maintaining this level of technology, IBM Global Services will duly 
consider advances in technology that would be advantageous to the State for 
supporting MAIN and will use commercially reasonable efforts to accommodate 
those advances in technology. 

 
5.0.5 Change Management 

 
IBM Global Services acknowledges and confirms that, as part of IBM Global Services’ 
responsibility for providing the Processing Services, it is responsible for implementing the 
“ChangeMan” tools (or another set of tools reasonably acceptable to the State) in a reasonable 
way to manage and maintain software configuration and version control and manage the 
migration of Application Software between Environments.  IBM Global Services agrees to 
implement the ChangeMan tools in such a way as to best facilitate the achievement of the 
objectives set forth in Section 1.2 of the Contract. 

 
5.0.5.1 Change Control Procedures.  As part of IBM Global Services’ Systems Management 

Controls described below, IBM Global Services shall perform each Service in 
accordance with a Change Management discipline and process documented in 
Change Control Procedures to be included in the Control Plan for each respective 
Service.  The objective of IBM Global Services’ Change Management, and reflected 
in the Change Control Procedures, will be to ensure that standardized methods and 
procedures are used to minimize the negative impact of changes made by IBM 
Global Services to the Hardware, Software or Services by controlling the 
implementation of such changes in an orderly, planned manner.  The responsibilities 
of IBM Global Services with respect to the Change Control Procedures will include 
recording, communicating, coordinating, and monitoring changes affecting Service 
levels.  IBM Global Services will provide strong planning and control capabilities to 
minimize the impact of changes on the Services.  The Change Control Procedures 
will be administered by IBM Global Services, utilizing input from the State (e.g., 
application changes, user requirements, public sector requirements) and formal 
change management processes consistent with State and IBM Global Services 
requirements.  Each Change Control Procedure shall, at a minimum, provide that: 

 
a. IBM Global Services shall execute all Operating Software operating at the MAIN 

Data Center at supported levels and will install all maintenance releases of such 
supported levels no later than six (6) months following the general release of 
each such maintenance release by the respective vendor of such Software.  IBM 
Global Services shall incorporate all upgrades and new releases of Application 
Software for which IBM Global Services has maintenance responsibility under 
this Contract within six (6) months following general release by the vendor of 
such Application Software; provided however that, with respect to Application 
Software for which IBM Global Services has maintenance responsibility but not 
installation responsibility, IBM Global Services’ obligations under this paragraph 
shall be satisfied by the delivery of upgrades and new releases to the appropriate 
State agency coordinators within six (6) months of general release.  IBM Global 
Services will notify the State in advance of all installations or deliveries of such 
upgrades or new releases.  With respect to Software for which IBM Global 
Services is obligated to install upgrades or new releases under this paragraph, 
IBM Global Services shall perform such installations as planned and required by 
this paragraph unless the State directs IBM Global Services to defer such an 
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installation.  All other changes to the Software impacting the performance of the 
Software shall be made only with the prior written approval of the State. 

 
b. IBM Global Services will assure that all Software used in providing the Services 

is moved from the application development and test environments to the 
production environment only after State sign-off and in a controlled and 
documented manner. 

 
c. IBM Global Services will schedule all Hardware and Software projects so as not 

to unreasonably impede the State’s business operations. 
 

d. In conjunction with the capacity management planning process described below, 
IBM Global Services will prepare and provide to the State one (1) month and six 
(6) month “look ahead” schedules for ongoing and planned IBM Global Services 
Hardware and Software activities which will impact the State’s business 
operations, in addition to schedules for IBM Global Services projects affecting the 
Processing Services, covering the time period from their commencement to 
completion.  These schedules will be updated at least every quarter and will be 
discussed with State representatives as appropriate at the biweekly status 
meetings.  IBM Global Services will monitor the status of such work and track 
such work against the applicable schedules. 

 
e. IBM Global Services will document and provide promptly to the State a 

notification of all emergency unplanned work performed affecting any Hardware 
or Software. 

 
f. IBM Global Services will provide the State with a monthly changes report setting 

forth a record of IBM Global Services’ work on Hardware and Software 
performed during the previous month.  In addition, IBM Global Services will 
provide the State with a report documenting all changes made by IBM Global 
Services to Hardware or Software which impact the resource utilization of the 
Hardware and/or Software or alters the way in which State users interact with the 
Hardware and/or Software within five (5) Business Days after such a change is 
made. 

 
g. IBM Global Services shall promptly update all written plans and procedures to 

reflect changes to the MAIN Data Center, as appropriate. 
 

5.0.5.2 Software Maintenance.  IBM Global Services shall provide maintenance for all Work 
Product Software such that the Work Product Software continues to perform in all 
material respects in accordance with those specifications for such Work Product 
Software as mutually agreed upon by the Parties.  IBM Global Services’ obligations 
under this paragraph shall extend during the initial term of the operations Service of 
which the Work Product Software is a part and any renewal periods thereof in which 
the State elects to purchase Software maintenance for the applicable Processing 
Service.  As part of the Work Plans, the Parties will mutually agree upon the details 
of the other Software maintenance Services to be provided by IBM Global Services 
as part of each respective Processing Service. 

 
5.0.6 Problem Management 

5.0.6.1 Problem Management.  IBM Global Services will employ the problem management 
tools, procedures and management disciplines as described below.  The Parties 
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acknowledge and agree that the State shall be responsible for providing and 
operating a help desk function to receive problem reports and questions and provide 
the first-level handling of such reports and questions.  Accordingly, as used in this 
Section, the term “Problem” shall mean problem reports or questions referred to IBM 
Global Services by the State’s first-level help desk function for the Processing 
Services, as appropriate in the context in which it appears. 

 
a. Objectives.  IBM Global Services’ primary objectives in performing Problem 

Management Services are to: 
 

(1) Ensure that all Problems are reported and recorded promptly and correctly; 
 

(2) Ensure that all Problems are assigned an appropriate severity level based on 
State impact;  

 
(3) Ensure all outstanding Problems are managed to resolution with pre-

established resolution criteria;  
 

(4) Identify and escalate to IBM Global Services and/or State management, as 
appropriate, Problems that are not resolved within criteria;  

 
(5)Recognize duplicate Problems and escalate recurring Problems;  

 
(6) Review and validate closed Problems; and 

 
(7) Provide State management an overview of the Problems adversely affecting 

the delivery of the Services.  
 

c. Process.  IBM Global Services’ Problem Management Services will be designed 
to reduce the number and impact of Problems negatively affecting the Services 
and, in particular, the State’s end-user community.  The Problem Management 
Services will be administered by IBM Global Services to identify, record, track, 
correct, and measure Problems and their impact to delivery of the Services.  
Every Problem relating to the Processing Services will be recorded and tracked 
in a database that provides technicians with real-time information on the status of 
all Problems affecting the Hardware, Software or Services.  IBM Global Services’ 
Problem Management Services will utilize a proactive approach, making use of 
problem trending analysis techniques to help prevent Problems from occurring.  
IBM Global Services will establish formal, IBM Global Services-based, problem 
management processes consistent with State and IBM Global Services 
requirements.  The Problem Management Services will encompass any Problem 
that affects State end users, including Hardware and Software Problems, 
incomplete or unavailable functions or applications, operational Problems, and 
process Problems.  

  
5.0.7 Application Change Management Process (Version Control) 

IBM Global Services will employ application change management tools, procedures and 
management disciplines as describe below.  The processes for application change 
management will allow the State to control functions related to module check out and check in 
while IBM Global Services will control all functions related to migration of code to test and 
production environments. 
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Currently the tools used to support the application change management process include 
InfoMan to document changes and approvals, ChangeMan for migration of JCL and COBOL 
based objects, and Cloud9 is being implemented to support web based objects. 

 
5.0.8 Capacity Management 

IBM Global Services will establish a formal Capacity Management process designed to work in 
concert with the State’s quarterly capacity planning process.  The process is designed to ensure 
that the Performance Standards are met and that installed system capacity is optimized to meet 
the State’s requirements.  IBM Global Services will participate in the State’s quarterly capacity 
planning process and meeting(s), and will provide all reports and recommendations needed or 
anticipated to ensure a very effective and productive planning and review session. 
 

5.1 Processing Services 
5.1.1 The “Processing Services” will consist generally of the provision by IBM Global Services to the 

State of all central Hardware, certain associated peripheral equipment, and the Operating 
Software for processing the MAIN Application Software, including providing dedicated 
communications facilities to the Internetwork in Lansing.  IBM Global Services will be 
responsible for all aspects of systems operation and management for the MAIN Application 
Software, including workload scheduling, print management, performance management, 
capacity management, change management, problem management, service level management, 
data management, resource accounting, and security management.  IBM Global Services will 
perform the Processing Services according to the terms and conditions of this Contract.  IBM 
Global Services specifically agrees to perform the Processing Services in accordance with the 
Performance Standards set forth in Exhibit G that are applicable to the Processing Services.  

 
IBM Global Services acknowledges and confirms that it is not entitled to charge the State 
additional amounts for providing an additional Environment should it become necessary for IBM 
Global Services to provide the Services in accordance with the requirements of the Contract, 
except that IBM Global Services may charge the State at the Change Order Labor Rates for a 
reasonable amount of labor to initially set up and configure any such additional Environments. 

 
IBM Global Services agrees further that it will make reasonable efforts to accommodate State 
requests that IBM Global Services cancel or re-schedule the performance of planned 
maintenance in order to accommodate the State’s processing requirements. 

 
5.1.2 State Responsibilities 

 
The Parties agree to the following State responsibilities: 

 
5.1.2.1 The State will provide security administration to MAIN Application Software end 

users. 
 

5.1.2.2 The first point of contact for State end users of the MAIN Application Software will be 
the State’s help desk. 

 
5.1.2.3 The State will provide IBM Global Services with connectivity to the State’s network. 

5.2 Web Server Environment 
The SOMF LPAR will serve as a web-hosting environment and is required to support current project 
development needs and on-going web hosting capabilities. 
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5.2.1 The following items are within the scope of this Contract and will be provided as part of the on-
going execution and support of the SOMF environment:  

 
5.2.1.1 Two logical web servers to be run on the SOMF LPAR, currently consisting of 

WebSRT and WebSRP as of the Effective Date 
 
5.2.1.2 One logical web server to be run on the SOMD LPAR, currently consisting of 

WebSRD as of the Effective Date 
 

5.2.1.3 Provide an NT server to support the development repository 
 
5.2.1.4 Provide DB2 system support 
 
5.2.1.5 Provide CICS transaction gateway support 
 
5.2.1.6 Provide operations support 
 
5.2.1.7 Provide USS – Unix systems services support 
 
5.2.1.8 Provide software (SW) support 
 
5.2.1.9 Provide Netview support 
 
5.2.1.10 Provide code promotion support 
 
5.2.1.11 Provide EPP support 
 
5.2.1.12 Provide system support 
 
5.2.1.13 Provide security support 
 
5.2.1.14 Provide project management 
 
5.2.1.15 Provide SMS support 
 
5.2.1.16 Provide recovery management 
 
5.2.1.17 Provide firewall administration 
 
5.2.1.18 Provide dedicated DASD up to 79 gigabytes on SOMF LPAR 
 
5.2.1.19 Provide network support 
 
5.2.1.20 Provide Cloud9 software maintenance 
 
5.2.1.21 Provide problem and change management 
 
5.2.1.22 Provide availability management and track availability of the environment through the 

information management reporting process 
 

5.2.2 The SOMF server will continue to access production and development DB2 data via DRDA over 
an SNA link to the production DB2 databases on SOMD/SOMP. 
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5.2.3 There will not be any tape activity for the SOMF LPAR.  All tape processing will take place on 
SOMD/SOMP.  All DASD on SOMF will be shared with SOMD to allow for backup and recovery. 

5.2.4 The Problem and Change Management process will be used to manage on going changes to 
this environment.   

5.2.5 SOMF will serve web pages to web browsers through the State’s existing TCP/IP network.  The 
connection to the State’s network will be via IBM Global Services’ routers. It is assumed that 
usage will be such that additional bandwidth will not be required.  Future application 
development efforts that force the need for additional bandwidth will require that this Contract 
be amended in order to cover the cost of such bandwidth. 

5.2.6 There is no requirement for CICS regions to be built on SOMF.  All processes executing on 
SOMF will utilize existing CICS processing regions on SOMD/SOMP. 

5.2.7 Firewall security changes will be minimal. 

5.2.8 WebSRP, Cloud9, and the SOMF development libraries are considered to be “critical 
applications” for disaster recovery purposes.  WebSRP is 3rd priority in terms of recovery 
sequence (behind 1st priority - ADPICS, RSTARS and 2nd priority - Infoman/Changeman).  The 
SOMF development libraries and Cloud9 will be recovered along with the SOMD libraries 
required to support the State’s development. 

5.2.9 The timeframe for recovery is 72 hours from declaration of disaster to user availability. 

5.2.10 Web Server Administration will be performed by IBM Global Services.  All changes in this area 
must be requested via an appropriate change management record. 

5.3 FEDI Network Operations 
IBM Global Services will maintain a network connection directly from the MAIN Data Center to the State 
of Michigan’s FEDI bank, Comerica.  The following is a description of the services and assumptions. 

 
5.3.1 Overview.  IBM Global Services will provide one 56K point-to-point circuit with dial backup 

between MAIN Data Center, to Comerica Bank in Auburn Hills, MI. Warm standby equipment, 
A/B switches, and Ethernet hubs.  As IBM’s subcontractor, AT&T will supply all equipment 
except for the Cylink data encryptors which will be supplied by the State.  Proactive and reactive 
network management processes are provided. 

 
5.3.2 MAIN Data Center Equipment.  Will include two Cisco 2502 routers, two Racal EXDAP 

DSU/CSUs, two Cylink data encryptors, one 4 port call director, four diagnostic modems, one 
RJ-45 A/B switch and one Cisco Ethernet hub are installed at the MAIN Data Center.  The 
dedicated point-to-point 56K circuit is installed between this facility and the Comerica facility in 
Auburn Hills, Michigan.  The RJ-45 A/B switch is installed between the circuit and the EXDAP 
DSU/CSUs and the Cisco Ethernet hub is installed on the output port of the routers.  In case of 
an equipment failure, the circuit will be restored by manually turning the switch on the A/B 
switch from A to B allowing traffic to pass through the warm standby equipment and Ethernet 
hub.  In the event of a circuit failure a 56K switched dial backup will be established by internal 
modems located in the EXDAP DSU/CSUs.  

 
An IBM Check Point firewall is installed.  The firewall will filter and log traffic to and from the 
bank and the host.  Comerica will maintain their own firewall at the bank side of the circuit, and 
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there will be Checkpoint firewall software on the host.  IBM Global Services will decrypt the 
traffic and will pass the traffic over a dedicated Ethernet segment to the IBM Check Point 
firewall.  This single firewall will have one Ethernet interface for each bank and one to the 
existing 7505 router, that has a CIP interface to the host. 
 

5.3.3 Comerica – Auburn Hills, Michigan Equipment.  IBM Global Services will provide two Cisco 
2502 routers, two Racal EXDAP DSU/CSUs, one 4 port call director, four diagnostic modems, 
one A/B switch and one Cisco Ethernet hub are installed at the Comerica facility in Auburn Hills, 
Michigan.  The dedicated point-to-point 56K circuit is installed between this facility and the IBM 
facility in Boulder, Colorado.  The RJ-45 A/B switch is installed between the circuit and the 
EXDAP DSU/CSUs and the Cisco Ethernet hub is installed on the output port of the routers.  In 
case of an equipment failure, the circuit will be restored by manually turning the switch on the 
A/B switch from A to B allowing traffic to pass through the warm standby equipment and 
Ethernet hub.  In the event of a circuit failure, a 56K switched dial backup will be established by 
internal modems located in the EXDAP DSU/CSUs. 

5.3.4 Management.  In band management is being provided for these circuits through an existing 
Racal CMS400 located at the IBM Boulder location.  The Racal EXDAP CSU/DSU(s) located in 
Boulder connects to an open port on the Racal CMS400.  This allows for a 24 hour a day basis, 
7 days a week, 365 days per year, monitoring of these circuits.  Out of band management is 
accomplished by using 4 port call directors and diagnostic modems. 

 
5.3.5 State Responsibilities.  Provide 6 Cylink data encryptors (two (2) at Comerica in Auburn Hills, 

MI., two (2) at MAIN Data Center, and two (2) at the recovery site) and own the Cylink data 
encryptor maintenance agreement with Comerica.  

The State is responsible for all contractual obligations with Comerica Bank including, but not 
limited to, access to the Comerica site for installation and maintenance of the equipment. 

The State is responsible for communicating and coordinating the overall project goals and 
project results to all affected parties. 

Work will be performed under the direction of the State. 

5.3.6 Asssumptions 

The State will provide floor space, power, lighting and rack space for the AT&T equipment at the 
Comerica location. 

 

5.3.6.1 The State of Michigan will provide access to appropriate building and telcom facilities 
(i.e., telco, patch panels) at the Comerica location. 

5.3.6.2 As IBM’s subcontractor, AT&T will provide WAN/routers/DSUs/and all other network 
management equipment, including all POTS circuits. 

5.3.6.3 IBM will manage the Cylink data encryptors.  

5.3.6.4 All Cylink data encryptors will be keyed the same.  

5.3.6.5 The Disaster Recovery connection to the FEDI bank will be through dial facilities.   
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5.3.6.6 Only the IBM NOC can access and receive SNMP alerts, and only the IBM NOC can 
access the remote equipment via Telnet.  This security will be configured on the firewall, 
the routers, as well as the physical network management workstation in the IBM NOC.  

5.3.6.7 All equipment used to supply these servers, except the Cylink Encryptors, shall remain 
the property of IBM Global Services. 

5.5 IE Services 
The State has accepted the Value Added Network commercial offering of IBM’s Information Exchange (IE) 

Services.  These services and the charges for such are covered in detail in Exhibit F. 
 
5.5 Application Development and Maintenance Services 
 

5.5.1 IBM Responsibilities 
 

5.5.1.1 IBM Global Services will provide assistance to MAIN staff in planning, developing, 
executing and documenting MAIN systems.  This may include: 

• Testing 

• Detection and implementation of performance fixes 

• Fixing of program defects 

• Development of new programs where applicable 

• Other support as may be requested by the State 

 
5.5.1.2 IBM Global Services will provide staff, in accord with Exhibit H, to support the State 

FACS, DCDS, or other development/maintenance projects. 
 

5.5.2 The resources supplied by IBM Global Services shall consist of Core Support Resources that 
may be modified, from time to time, as mutually agreed to by the Parties.  The State agrees to 
an annual minimum commitment identified in Exhibit H6-1.  

 
5.5.3 The State may add or remove Additional Resources with 30 day notice.  See Exhibit H6-2 for 

the current Additional Resources. 

 
5.5.4 The State reserves the right to review and approve replacements of Core Support Resources 

and Additional Resources proposed by IBM Global Services. 

 
5.5.5 State’s Responsibility 

 
5.5.5.1 The State is responsible for providing workstations, suitable office space, supplies 

and telephones for the resources noted above at no expense to IBM Global 
Services. 
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5.5.5.2 The State is responsible for securing the cooperation and participation of Subject 
Matter Experts, as required, for their legacy application and system knowledge 
throughout this effort to assist and resolve questions. 

5.5.5.3 The State is responsible for communicating and coordinating the overall project 
goals and project results to all affected parties. 

5.5.5.4 Work will be performed under the direction of the State. 

5.5.5.5 The State warrants to IBM that there are no required consents necessary for IBM to 
provide the services described in this Contract.  A required consent means any 
consent or approval required to give IBM and IBM’s subcontractors the right or 
license to access, use and/or modify (including creating derivative works) the 
hardware, software, firmware and other products that the State uses, without 
infringing the ownership or license rights (including patent and copyright) of the 
providers or owners of such products. 

5.6 Business Recovery Services 
5.6.1 Overview 

The purpose of this Section is to clarify and fully delineate the scope of the Business Recovery 
Services.  The State requires a comprehensive solution for Business Recovery of the MAIN-FACS 
applications in the event of a Disaster at the IBM Global Services Boulder facility which prevents IBM 
Global Services from providing processing facilities to the State sufficient to meet the immediate needs 
of the State over an extended period of time (i.e., in excess of seventy-two hours). 

This Section is organized into two subsections: 

• Business Recovery Services (BRS) describes the services to be provided by IBM Global Services 
to the State at the Disaster Recovery Site and the associated terms and conditions applicable to 
provision of such Business Recovery Services. 

 
• Disaster Planning and Testing describes the planning and testing services provided by IBM Global 

Services to ensure that the critical portions of the MAIN-FACS applications are recoverable in the 
event of a Disaster. 
 

The following describe the responsibilities of the Parties.  The responsibilities in this section, in conjunction 
with Exhibit A4 “BRS Responsibility Matrix,” constitute the Business Recovery Services obligations of 
the Parties.  In the event of a conflict between this section and Exhibit A4, the language in this section 
will take precedence. 

 
5.6.2 Business Recovery Services (BRS) 

5.6.2.1 Scope 
 

IBM Global Services will provide Business Recovery Services for the State of Michigan in the 
form of access to a Hot Site Recovery Center with the necessary equipment and processing 
capacity to recover the critical elements of the MAIN-FACS applications should the site which 
currently processes such applications experience a Disaster and require access to a Recovery 
Site. 

 
5.6.2.2 Business Recovery Services (BRS) Responsibilities 

 
a. IBM Responsibilities 
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(1) Provide, in recognition of the geographical distance from the Boulder 
Processing Facility to the State, immediate notice to the State, via direct 
telephone contact with one or more of its designated representatives, of any 
Disaster which has occurred, which may occur, or of events which may lead 
to a Disaster, so that the Parties may determine when and whether to declare 
a Disaster and may do so expeditiously to receive priority BRS. 
 

(2) Provide access to a Hot Site Recovery Center as soon as two (2) hours, but 
no longer than twenty-four (24) hours, after Declaration of a Disaster.  As of 
the Effective Date, the Primary Recovery Site shall be the IBM Business 
Recovery Center in Gaithersburg, Maryland. 
 

(3) Provide use of the Hot Site Recovery Center designated at the time of 
Declaration for a maximum of six (6) consecutive weeks after a Disaster is 
Declared. 
 

(4) Provide priority access to a Hot Site Recovery Center over: 
 

• Non-BRS customers; 
• BRS customers who have scheduled testing; and 
• BRS customers who subsequently declare a Disaster. 

 
(5) Provide the State equivalent Business Recovery Services Configuration or 

greater. 
 

• The Business Recovery Services Configuration is shown in Exhibit B. 
 

• The State may request a change to the Business Recovery Services 
Configuration on one month’s written notice.  If IBM Global Services 
agrees, IBM Global Services will confirm the change in a Change Order 
with applicable adjustments in charges based on the pricing model used 
in this Contract.  IBM Global Services will not unreasonably withhold IBM 
Global Services’ agreement.  The State may not request changes which 
cause the State’s BRS Configuration charge for the IBM machines (called 
the BRS Hot Site Charge) to decrease below the charge for the minimum 
available BRS Configuration. 

 
(6) Provide office space at the Hot Site Recovery Center for the State’s use. 

 
(7) Provide operational and technical service, and assistance sufficient to restore 

and operate all critical MAIN-FACS applications as defined by the Disaster 
Recovery Plan.  Critical applications are: 

 
• RSTARS Production 
• ADPICS Production 
• ChangeMan to support production 
• RMDS to support production forward 
• WebSRP Applications 
• FEDI Bank connection 
• InfoMan to support production 
• Web Development repository 
• Cloud9 
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It is understood by IBM Global Services that the Disaster Recovery Plan will 
be defined with an objective to recover critical MAIN-FACS applications within 
72 hours of a declared Disaster. 

 
(8) Provide Recovery Services at another Recovery Center or IBM Global 

Services’ own internal information processing facility if the Primary Recovery 
Center IBM Global Services specifies is not available when a Disaster is 
declared. 
 

(9) Provide Cold Site Services if, after six weeks of operations in the IBM Global 
Services Recovery Site, the State continues to have a need for processing 
facilities for its MAIN-FACS applications because its normal processing 
facility is not yet available.  The Cold Site will be provided on a priority access 
over other BRS customers who subsequently request Cold Site Services.  
Access to the Cold Site can be provided prior to the end of the six (6) weeks 
of Hot Site usage.  IBM Global Services is responsible to install all equipment 
and make the site operational.  IBM Global Services is responsible to transfer 
and normalize the operation of MAIN-FACS applications at the Cold Site.  
Cold Site usage beyond six consecutive months is available. 

 
(10) Provide AT&T Accunet reserve T1 Line at the Secretary of State Building, 

Computing Services Data Center, Lansing, Michigan. 
 

(11) If the State is unable to successfully complete an annual test of its ability to 
operate the State’s critical MAIN-FACS applications on the BRS 
Configuration at the test site due to the failure of IBM Global Services or the 
test site to properly perform under the terms of this Contract, IBM Global 
Services will make the BRS Configuration available to the State at a 
Recovery Center, without additional charge, for the amount of test time 
needed to successfully test the operation of the MAIN-FACS applications.  

 
(12) State may not use test time for purposes of performing Production.  

Scheduling of test time will be as IBM Global Services and the State mutually 
agree.  The State agrees that IBM Global Services may reschedule the State 
test time to serve another BRS customer who has declared a Disaster.  

 
(13) If the State requires additional test time beyond the test time specified in this 

Contract, IBM Global Services will provide such test time on an “as available” 
basis for a charge as delineated in this Contract.  

 
(14) IBM Global Services will provide the following BRS Support Team, including 

but not limited to all needed operations staff for the Hot Site and Cold Site 
Services: 

 
• Customer Coordinator 
• Systems Programmer 
• Network Specialist 
• Others as needed 

 
(15) The State will have up-to forty-eight (48) hours of test time per year.  IBM 

Global Services provides test time to allow the State to (i) test the MAIN-
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FACS Disaster Recovery plan and procedures, and (ii) verify the operation of 
the State’s critical MAIN-FACS applications on the BRS Configuration.  IBM 
Global Services will make the BRS Configuration available to the State at a 
Recovery Center, without additional charge, for the amount of test time IBM 
Global Services specifies.  Test time is available in contiguous eight-hour 
blocks.   

 
b. State Responsibilities 

 
(1) Notify the Recovery Center through IBM Global Services at such time as the 

State declares a Disaster by contacting the IBM Global Services personnel 
specified, in the manner specified, in the Disaster Recovery Plan developed 
and maintained under this Contract. 

(2) Supply (through the IBM Global Services existing Contract or an alternate 
provider) all personnel and programs necessary for testing and Disaster 
Recovery. 

(3) Furnish supplies, materials, and storage media which are not included in the 
scope of BRS or the Contract. 

(4) Follow the procedures established by the Hot Site (Disaster) Recovery 
Center, including those for safety and security. 

(5) Use the IBM Global Services Recovery Center only during testing or 
immediately following Declaration of a Disaster. 

(6) Remove all State data and programs from the BRS Configuration after all 
periods of testing and of Business (Disaster) Recovery Services (provided 
through the IBM Global Services existing Contract). 

(7) Support a test at a minimum of once a year. 

(8)The State acknowledges its responsibility to declare a Disaster only when 
there is a reasonable expectation of an extended outage which will exceed 
48 hours. 

 

5.6.3 Disaster Planning And Testing Scope 

 
The scope of the Disaster Planning and Testing services is to develop a Disaster Recovery Plan 
(hereinafter the “Plan”) for the MAIN-FACS applications to reflect the recovery requirements of 
the Business Recovery Services Recovery Site and to test and maintain the Plan. 

 
5.6.3.1 IBM Global Services Responsibilities  

 
a. Annually, on or before September 30th of each year, on a date mutually agreed 

by IBM Global Services and the State, conduct a kickoff meeting with the disaster 
recovery team. 
 

b. Work with team members to update the applicable sections of the Plan including 
but not necessarily limited to: 

 
• IBM Global Services call out list 
• Hardware configuration 
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• Software configuration 
• Network configuration 
• Vendor requirements 
• Verify vital applications 

 
c. Contact alternate BRS site(s) for available test dates. 

 
d. Ensure the following procedures and others as needed are updated: 

 
• Operations 
• Network 
• Application Recovery 
• Help Desk 
• DR Teams 
• Emergency Contact Listing 
• Declaration Authorization 
• Vital Record Recall 
• Systems Support 
• DASD Management 
• Quick Reference Card 
• Roles and Responsibilities 
• Site Emergency Planning Guide 
• Disaster Recovery Plan for Site Facilities Services 

 
e. Meet with designated State representatives for Disaster Recovery Plan Update to 

verify and determine among other things: 
 
• Identify who from the State participates in the declaration of a Disaster. 
• Update the State call out list. 
• Verify offsite storage of tapes/procedures, if required. 
• Review vital application list. 
• Identify potential growth. 
• Identify point of contact. 
• Review and refine defined Roles and Responsibilities. 
• Define periodic status reviews. 
• Define periodic audits, if required. 
• Review and establish test dates for the State. 

 
f. Successfully Conduct an Annual Disaster Recovery Test. 

 
• Confirm test dates. 
• Identify disaster recovery team. 
• Obtain management/participant commitment (formal letter). 
• Schedule offsite vital record audit. 
• Roll up audit results to management. 
• Conduct a simulation test. 
• Conduct conference call with Recovery Site. 
• Successfully use best efforts to conduct actual test at recovery site, including 

removing software and files from the Hot Site on behalf of the State at the 
conclusion of any tests. 

• Document and track findings to closure. 
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g. Use best efforts to restore normal operations of the MAIN-FACS at a permanent 
site under the terms of the Contract within six (6) months of the declaration of a 
Disaster under this Contract. 

 
6.0 SERVICE LEVEL STANDARDS AND SERVICE LEVEL OBJECTIVES 
6.1 General 

This Section 6.0 and Exhibit G sets forth the quantitative service level Standards and Service Level 
Objectives applicable to IBM Global Services’ performance of the Processing Services.   

6.2 Reporting and Meetings 
6.2.1 Accompanying its monthly invoice specified by the Contract, IBM Global Services shall submit 

to the State a report, in a form approved by the State, assessing IBM Global Services’ 
performance during the previous month against the Standards and Service Level Objectives 
(the “Performance Attainment Report”).  IBM Global Services shall also be responsible for 
reporting problems that reasonably could be expected to have a material adverse effect on 
State operations within two (2) Business Days of IBM Global Services becoming aware of any 
such problem.  In addition, IBM Global Services shall provide other reports daily, weekly, 
monthly and/or annually as agreed to by the Parties.  Designated State representatives shall 
have access to the State’s Service Level Graphics (“SLG”). 

6.2.2 A formal management group will be set up between the Parties to monitor and manage the 
performance of the Processing Services with respect to the Standards and Service Level 
Objectives.  This group will meet on a regular basis to review the Performance Attainment 
Report. 

6.3 Responsibilities 
IBM Global Services shall promptly investigate and correct failures to meet Performance Standards and 
Service Level Objectives by:  (1) providing the State with daily performance reporting for the deficient 
Services; (2) initiating investigations of problems to identify root causes of failures; (3) making written 
recommendations to the State, including the actions proposed by IBM Global Services and the State, 
for improvement in procedures; and (4) executing and reporting on such corrective actions.  
Furthermore, IBM Global Services shall minimize recurrences of such failures for which it is 
responsible.  The State shall use reasonable efforts to correct and minimize the recurrence of problems 
for which the State is responsible and which prevent IBM Global Services from meeting the 
Performance Standards. 

6.4 Excusable Failure Affect On Standards 
Notwithstanding the foregoing, IBM Global Services shall not be obligated to pay any Service Credits to 
the State with respect to any failure to meet the Minimum Performance Standards to the extent that 
such failure is excused by an excusable failure under Section 4.23 of the Contract; provided, however, 
that IBM Global Services shall not be excused for an excusable failure to the extent that it is due to IBM 
Global Services’ failure to exercise due care in performing the Services, including without limitation IBM 
Global Services’ obligation to provide proper preventive and remedial maintenance for the Hardware 
and Software. 

6.5 Future Changes 
In the event that any component of the MAIN Platforms is changed, augmented or replaced during the 
Term of the Contract such that (1) any of the existing Standards or Service Level Objectives become 
inapplicable or inappropriately stringent or lenient, or (2) new Standards or Service Level Objectives 
would be applicable or more appropriate, the Parties shall mutually assess the need to make changes 
to the Standards or Service Level Objectives and shall work together in good faith to agree upon 
adjustments to, replacement of, or augmentation of, the Standards or Service Level Objectives as 
appropriate.  The State may, upon the request of IBM Global Services, deem the first full calendar 
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month in which a new Standard or Service Level Objectives takes effect to be a validation period with 
respect to such new Standard or Service Level Objectives.  Without limiting the generality of the 
foregoing, during the Term of the Contract, and in each September thereafter, the Parties shall perform 
an assessment of the Standards or Service Level Objectives as described herein. 

6.6 References to Time Periods 
Unless otherwise specified in a particular instance, all references (i) to time shall be local time in 
Lansing, and (ii) to months shall be to calendar months during the Term (including any portions 
thereof). 

6.7 Excusable Downtime Resolution Process 
6.7.1 Prior to, and apart from, submitting to the State, as part of the invoicing process described in 

Section 7.8 of the Contract, the Performance Attainment Report assessing IBM Global Services’ 
performance during the previous month against the Standards and Service Level Objectives, 
IBM Global Services shall review all interruptions in availability of the Environments within 
Scheduled Hours during such month and provide to the State an initial determination as to 
whether any or all of the downtime resulting from such interruptions should be deemed 
Excusable Downtime.  The State, taking into consideration IBM Global Services’ initial 
determination (and discussions with IBM Global Services regarding such determination), shall 
make a final determination as to the downtime, if any, that shall be deemed Excusable 
Downtime.  All final reports or set of reports assessing IBM Global Services’ performance 
against the Standards and Service Level Objectives (including without limitation the 
Performance Attainment Report) shall factor in the State’s determination of Excusable 
Downtime. 

6.7.2 The Parties shall make their determination as to whether downtime is Excusable Downtime 
based on mutually agreed upon guidelines which include, but are not limited to, those listed 
below. 

6.7.2.1 Downtime caused by a high volume of Expedited/Emergency Changes shall be 
deemed Excusable Downtime as follows.  If during any month IBM Global Services 
carries out greater than twenty-two (22) Expedited/Emergency Changes at the 
State’s request, any downtime caused as a result of such Expedited/Emergency 
Changes shall be deemed Excusable Downtime. 

6.7.2.2 Downtime requested by the State during Scheduled Hours that is not Scheduled 
Downtime (e.g., reducing scheduled hours of production) shall be deemed 
Excusable Downtime. 

6.7.2.3 Downtime caused by an error in the design or programming of Application Software 
for which the State or another of its contractors has maintenance responsibility (i.e., 
the FACS Application Software) shall be deemed Excusable Downtime. 

6.7.2.4 Contiguous blocks of downtime may be allocated into Excusable Downtime and non-
Excusable Downtime with the agreement of the Parties.  This may occur when the 
State requires that IBM Global Services not restore the availability of an Environment 
(or Region thereof) that is down and the downtime is non-Excusable Downtime.  
Periods of time following the point where IBM Global Services believes in good faith 
that the availability of such Environment (or Region thereof) can be restored without 
adverse impact to the State, but during which IBM Global Services is prevented from 
restoring such availability by the State, shall be deemed Excusable Downtime if and 
to the extent the State does not respond in a timely fashion (under the 
circumstances) to approve the restoration of availability as soon as possible. 
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6.7.3 Disputes regarding the State’s final Excusable Downtime determination shall be resolved in 
accordance with the dispute resolution procedures set forth in Section 4.22 of the Contract. 

6.7.4 Exhibit G states the environment availability and scheduled hours to be used for service level 
attainment purposes. 

7.0 PRICING 
7.1 General 
This Section and its Exhibits set forth the general terms, prices, rates, invoicing, and payment for the Services.  

In general, the pricing of the Services has been structured as follows: 
 

7.1.1 Processing Services are priced utilizing Rate Cards as described in Section 7.2 and Exhibits H1 
through H5. 

7.1.2 Application Development Services are priced utilizing an hourly rate structure as described in 
Section 7.3 and Exhibit H6. 

7.1.3 Business Recovery Services are priced utilizing the price tables as described in Section 7.4 and 
Exhibit H7. 

7.1.4 FEDI Network Support are priced utilizing a fixed monthly fee as described in Section 7.5 and 
Exhibit H8. 

7.1.5 Information Exchange (IE) Services are priced per the detailed Pricing Tables as described in 
Section 7.6 and Exhibit F. 

7.1.6 All Pricing, including Rate Cards, rate tables, and fixed prices are labeled using Calendar Years. 

7.1.7 All charges for Services to the State under this contract must be detailed in Exhibit F and Exhibit 
H.  All prices shown in Exhibit F and Exhibit H are considered valid as of the Effective Date, 
February 1, 2002. 

7.2 Processing Services 
Processing Services are priced utilizing the Rate Cards shown in Exhibits H1 through H5.  These Rate 
Cards are subject to the ECA adjustment, as detailed in Section 7.9, using the inflation sensitivity as 
noted in each Exhibit. 
 
7.2.1 Prime Shift Host CPU Utilization (measured in Prime Shift Application CPU Hours), Off-Prime 

Shift Host CPU Utilization (measured in Off-Prime Shift Application CPU Hours), DASD 
Utilization (measured in Application DASD Gigabytes), Tape Utilization (measured in Application 
Tape Mounts), and Web Host CPU Utilization (Measured in Application CPU Hours) -- are used 
to determine the charges payable by the State for the Processing Services.  The measures of 
utilization of these Key Resource Units are intended to be defined in such a way that the levels 
of utilization are within the control of the State’s end users, not IBM.  No other measure of 
resource utilization will be considered in determining the charges payable by the State for the 
Processing Services.  IBM’s charges for all other resources used in the provision of the 
Processing Services have been bundled into the Rate Cards for Prime Shift Host CPU 
Utilization, Off-Prime Shift Host CPU Utilization, DASD Utilization, Tape Utilization, and Web 
Host CPU Utilization. 

 
7.2.2 The CPU hour normalization methodology shall use a conversion factor ratio calculated by 

taking the SRM constant for the existing processor divided by the SRM constant for an IBM 
9021-340 processor, or another mutually agreeable conversion factor.  As of the Effective Date, 
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the existing processor is an IBM 9672-R36 and the conversion factor agreed to by the Parties is 
4.400572.  In the event that a processor upgrade has been performed, and the new conversion 
factor ratio yields an apparent increase or decrease in the consumption of CPU resources when 
no change in workload has occurred, the Parties shall agree to review and revise the 
conversion factor as appropriate.  An example of a process that has been successfully used by 
the Parties to derive an agreeable conversion factor is contained in the example in Exhibit H10.   

7.2.3 Additional Telecommunications Lines – The costs for all of the telecommunications capacity 
required for IBM to provide the Processing Services in accordance with the terms and 
conditions of the Contract are included in the prices set forth in Exhibits H1 through H5. 

7.2.4 Prime Shift Application Hours 

7.2.4.1 For each Prime Shift CPU Application Hour used during each calendar month, the 
State shall pay the amount set forth in Table H1 (Prime Shift Application Hour Rate 
Card) associated with the total number of Prime Shift CPU Application Hours used, 
for such month for the applicable year.  The total CPU Application Hours will be 
rounded to the nearest 1/100 of a CPU Application Hour.  All CPU Application Hours 
shall be normalized to an IBM model 9021-340 CPU as provided for in Section 7.2 
above. 

7.2.4.2 Example Calculation -  If in October 2002, 150 Prime Shift Application Hours were 
used on a 9672-R36 host processor, this would be multiplied by 4.400572 yielding 
660.0858 normalized 9021-340 CPU Application Hours, which would be rounded to 
660.09, and billed at the rate of $311.96 per hour as detailed in Exhibit H1, yielding a 
total Prime Shift CPU Application Hour charge of $205,921.68 for that month. 

7.2.5 Off- Prime Application Hours 

7.2.5.1 For each Off- Prime CPU Application Hour used during each calendar month, the 
State shall pay the amount set forth in Table H2 (Off-Prime Application Hour Rate 
Card) associated with the total number of Off-Prime CPU Application Hours used, for 
such month for the applicable year.  The total CPU Application Hours will be rounded 
to the nearest 1/100 of a CPU Application Hour.  All CPU Application Hours shall be 
normalized to an IBM model 9021-340 CPU as provided for in Section 7.2 above. 

 
7.2.5.2 Example Calculation - If in October 2002, 275.35145 Off - Prime Shift Application 

Hours were used on a 9672-R36 host processor, this would be multiplied by 
4.400572 yielding 1211.70388 normalized 9021-340 CPU Application Hours, which 
would be rounded to 1211.70, and billed at the rate of  $138.75 per hour as detailed 
in Exhibit H2, yielding a total Off-Prime CPU Application Hour charge of $168,123.93 
for that month. 

 
7.2.6 Application DASD Gigabytes 

7.2.6.1 Application DASD Gigabytes are charged based on the MVS peak number of 
Gigabytes of DASD allocated on SOMD and SOMP by or for the State’s application-
level work during the month, and measured using the DECOLLECT or other mutually 
agreed-upon facility. 

7.2.6.2 For each Application DASD Gigabyte used during each calendar month, as 
measured by the peak utilization described in 7.2.6.1 above, the State shall pay the 
amount set forth in the Exhibit H3 (DASD GB Month Rate Card) associated with the 
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peak number of Application DASD Gigabytes, for such month for the applicable year.  
The peak Application DASD Gigabytes will be rounded to the nearest 1/1000 of a 
Gigabyte Month.  For purposes of this contract, 1 Gigabyte = 1,024x1,024x1,024 
bytes. 

7.2.6.3 Example Calculation -  If in August 2003, 640.382846 peak Application DASD 
Gigabytes were used by the State, this would be rounded to 640.383, and billed at 
the rate of $121.37 per Application DASD Gigabyte as detailed in Exhibit H3, yielding 
a total Application DASD Gigabyte charge of $77,723.28 for that month. 

7.2.8 Application Tape Mounts 

7.2.7.1 For each Application Tape Mount required during each calendar month, the State 
shall pay the amount set forth in Exhibit H4 (Application Tape Mount Rate Card) 
associated with the total number of Application Tape Mounts, for such month for the 
applicable year. 

7.2.7.2 Example Calculation -  If in June 2002, 4,822 Application Tape Mounts were used by 
the State, this would be billed at the rate of $2.75 per Application Tape Mount as 
detailed in Exhibit H4, yielding a total Application Tape Mount charge of $13,260.50 
for that month. 

7.2.8 Web CPU Application Hours 

7.2.8.1 Total Web Application CPU Hours are measured during any given month, with no 
consideration to Prime shift or Off-Prime shift differentials. 

7.2.8.2 Total Web CPU Application Hours are calculated by adding the CPU resource for all 
Test and Production web environment jobs.  As of the Effective Date, the web 
environment jobs are limited to WebSRT* and WebSRP* job designations, and 
WebSphere Application Server (WAS) address spaces which run solely on the 
SOMF LPAR.  Additional test and production web server job designations may be 
added in the future, on any LPAR, as the test and production web environments 
grow in size and utilize greater resources.  Web development jobs are excluded from 
the Web CPU Application Hours calculation.  As of the Effective Date, web 
development jobs are identified by WebSRD* designation, which run on the SOMD 
LPAR.  

7.2.8.3 For each Web CPU Application Hour used during each calendar month, the State 
shall pay the amount set forth in Table H5 (Web Application Hour Rate Card) 
associated with the total number of Web CPU Application Hours used, for such 
month for the applicable year.  The total CPU Application Hours will be rounded to 
the nearest whole CPU Application Hour.  All CPU Application Hours shall be 
normalized to an IBM model 9021-340 CPU as provided for in Section 7.2 above. 

7.2.8.4 Example Calculation -  If in October 2003, 20.45 Web Application Hours were used 
on a 9672-R36 host processor, this would be multiplied by 4.400572 yielding 89.991 
normalized 9021-340 CPU Application Hours, which would be rounded to 90, and 
billed at the rate of  $371.40 per hour as detailed in Exhibit H5, yielding a total Web 
CPU Application Hour charge of $33,426.00 for that month. 

7.2.9 Consumption Forecasts 
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7.2.9.1 Baseline Consumption Forecast - At least once per quarter, the State must forecast 
their projected baseline consumption of CPU, DASD, Tape and Web Resources for 
the 3 month period commencing 60 days after the date of the forecast.  This 
projection will show the forecast utilization levels for each Key Resource Unit, by 
month.  The Baseline Consumption Forecast by the State will be used to allow IBM 
to plan for the upcoming resource needs of the State.  Regardless of the baseline 
consumption which the State forecasts, IBM is responsible, using commercially 
reasonable means, for providing whatever level (quantity) of Key Resource Units that 
are actually required by the State. 

7.2.9.2 IBM Capacity Planning Assistance - In order to help facilitate the State’s 
Consumption Forecast, and in furtherance of IBM’s capacity planning responsibilities 
described in Section 5.0.8, IBM will conduct a capacity planning process each month 
(or each quarter, as agreed to by the State) with the participation and assistance of 
the State.  The objective of this process shall be to project the State’s requirements 
for Processing Services for a sufficient period to enable the State to make an 
informed Consumption Forecast. 

7.2.9.3 In the event that the State’s actual consumption of Key Resource Units exceed the 
State’s Consumption Forecast by 25% in a calendar month, IBM Global Services’ 
failure to meet the applicable Performance Standards shall be deemed an Excusable 
Failure.   

7.2.10 Rate Card Ranges 

7.2.10.1 If the Baseline Consumption Forecast for any Key Resource Unit during a month is 
outside any of the Rate Card ranges set forth in Exhibits H1 through H5 (each a 
“Range” and collectively the “Ranges”), the Parties agree to promptly develop 
additional Rate Card Ranges and associated prices using the same methodology 
and inputs used to create Exhibits H1 through H5.  The addition of these ranges may 
require updates to other contract elements including Performance Standards, Pricing 
Terms, and other non-Rate Card Related elements (i.e., a re-assessment of the 
current architecture in light of the new volume levels), as mutually agreed to by both 
Parties.  Any changes to the services which are mutually agreed to, will be 
incorporated into the Rate Cards as required, and will require a prompt update to 
Exhibit H. 

7.2.10.2 If the State is operating within the Rate Card Ranges, but is operating at, or near, the 
top or bottom range of any Rate Card, the Parties may mutually agree to add 
additional Ranges to that Rate Card, as appropriate.  Any additional Ranges will 
require a prompt update to Exhibit H. 

7.2.10.3 If the Baseline Consumption Forecast is within the Ranges set forth in Exhibits H1 
through H5, but actual consumption in a single month is outside of and below any 
such Range on the Rate Card, the State shall pay the product of the lowest 
consumption volume in the Range multiplied by the rate for such consumption (e.g., 
for Prime Shift CPU Application Hours, the State would pay 396 x $390.92 = 
$154,804.32 for any month in 2003 in which consumption is outside of and below the 
Prime Shift CPU Application Hour Ranges).  If the State determines that this “off 
Rate Card” consumption is a permanent occurrence, the State may elect to forecast 
this consumption for the upcoming six (6) months, resulting in new Rate Card 
Ranges as outlined in Section 7.2.10.1 above. 



 

 Page 240 07/28/08 
H:\Public\Gross\Contract Template v6.doc  11:34 AM 
  DRAFT 

7.2.10.4 If the Baseline Consumption Forecast is within the Ranges set forth in Exhibits H1 
through H5, but actual consumption in a single month is outside of and above such 
Range, the State shall pay for actual usage at the least expensive rate set forth in 
the Range (e.g., in July 2002, for Off-Prime CPU Application Hours consumption, if 
the actual consumption was 1,610 hours, then the State would pay 1,610 x $129.20 
= $208,012.00).  If the State determines that this “off Rate Card” consumption is a 
permanent occurrence, the State may elect to forecast this consumption for the 
upcoming six (6) months, resulting in new Rate Card changes as outlined in Section 
7.2.10.1 above. 

7.2.10.5 If the Baseline Consumption Forecast is within the Ranges set forth in Exhibits H1 
through H5, but actual consumption for three (3) consecutive months is outside of 
the Ranges, and the Parties have not yet developed or requested new Ranges be 
created, the Parties agree to promptly develop additional Rate Card Ranges and 
associated prices using the same methodology and inputs used to create Exhibits 
H1 through H5.  These additional Rate Card Ranges may require updates to other 
Performance Standards, Pricing Terms, and other non-Rate Card Related elements 
(i.e., a re-assessment of the current architecture in light of the new volume levels), 
as mutually agreed to by both Parties.  Any additional Ranges will require a prompt 
update to Exhibit H. 

7.3 Application Development Services 
7.6.3 The charges for Application Development Services are in two (2) categories:  (1) Core 

Support Resources and (2) Additional Resources.  The charges for these Services are set 
forth in Exhibit H6.  The prices are subject to the ECA adjustment, as detailed in Section 7.9, 
using the inflation sensitivity factor as noted in Exhibit H6. 

7.3.2 Each of the Core Support Resources are charged, as utilized, on an hourly basis.  The State 
agrees to an annual minimum commitment charge identified in Exhibit H6-1 as the “Price – Total 
Core Resources,” for the list of Core Support Resources defined in Exhibit H6-1. 

7.3.3 Each of the Additional Resources are charged, as utilized, on an hourly basis at the hourly rates 
set forth in Exhibit H6-4 – Additional Resources.  Changes to the additional resources will be 
billed utilizing the rates in Exhibit H6-4, Pricing Table for Additional Resources. 

7.7 Business Recovery Services 
7.4.1 The charges for all Business Recovery Services including Hot and Cold Site Services; disaster 

planning and testing; and Lansing Accunet Service are charged utilizing a monthly fee set forth 
in Exhibit H7.  The prices are subject to the ECA adjustment, as detailed in Section 7.9, using 
the inflation sensitivity factor as noted in Exhibit H7. 

7.4.2 The State may not request changes which cause the State’s BRS Configuration charge for the 
IBM machines (called the BRS Hot Site Charge) to decrease below the charge for the minimum 
available BRS Configuration. 

7.4.3 IBM Global Services shall charge the State $30,000 for each Declared Disaster. 

7.4.4 During a Disaster, Hot Site application DASD, CPU and Tape Usage charges will be billed using 
the then applicable Contract rates, which would have prevailed under the Contract had a 
disaster not occurred and been declared under this order. 
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7.4.5 If a Disaster is Declared, or during regularly scheduled testing time, the State will not be 
charged for the cost of travel for IBM Global Services personnel or its subcontractors to the 
recovery site. 

7.4.6 IBM Global Services may increase rates and monthly charges for this BRS Service on three (3) 
months written notice, based on the percentage increase in its list prices applicable to all 
customers and subject to the Most Favored Customer provisions of the Contract.  An increase 
applies on the first day of the invoice period on or after the effective date IBM Global Services 
specifies in the notice. 

7.8 FEDI Network Operations 
7.8.1 FEDI Network Operations are charged utilizing a fixed monthly fee as set forth in Exhibit H8.  

The prices are subject to the ECA adjustment, as detailed in Section 7.9, using the inflation 
sensitivity factor as noted in Exhibit H8. 

7.5.2 No travel is anticipated or estimated for providing FEDI Network Operations.  However, should 
the need arise, any travel expenses associated with providing these Services shall be billed to 
the State according to published State guidelines and limitations for same. 

7.5.3 Termination charges for terminating FEDI Network Operations are calculated on a calendar year 
basis and require forty-five (45) days notice to terminate the FEDI Network Operations.  
Termination charges will not be prorated to the month that termination occurs.  Applicable 
termination charges are set forth in Exhibit H8. 

7.9 Information Exchange Services (IE) 
7.9.1 General - The charges for all IE services are shown in separate unit price tables within Exhibit 

F.  The existence of a price, or a price table, within Exhibit F does not obligate the State to 
purchase any IE Services. 

7.9.2 In the event the State elects to purchase any IE services, the pricing shall be at the then current 
commercial IBM IE services rates available in the market place. 

7.7 Updates to Exhibit H 
7.7.1 Updates - As mutually agreed to by the Parties, individual Exhibits within Exhibit H may be 

added, removed, updated, or replaced to properly reflect any ongoing changes to the services 
provided to the State.  These individual price changes may be due to a Change Order, a 
Benchmark, an additional service, or a removed service no longer required.  The Parties must 
mutually agree to, and accept, the updated Exhibit validating the prices for the remainder of that 
year. 

7.7.2 Annual Update – Exhibit H will be updated in its entirety on February 1st  of each year to properly 
reflect any annual changes to the pricing which include, but are not limited to, the following: 

a. ECA adjustments (as outlined in 7.9) 
b. Annual Labor rate adjustments 
c. Incorporation of any Change Orders as appropriate 
d. Incorporation of any new Services and associated Pricing Exhibits as appropriate 
e. New or updated Rate Card Ranges 

7.7.3 Acceptance – The Parties must mutually agree to, and accept, the annual Update to Exhibit H, 
making the updated prices valid for the upcoming year. 
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7.8 Invoicing and Payment 
7.8.1 Introduction 

This Section contains general terms applicable to invoicing and payment for the Services.  
Exhibit H and Exhibit F contain specific information about the charges payable to IBM Global 
Services for performing the Services. 

 
7.8.2 Invoicing and Payment 

7.8.2.1 IBM Global Services shall invoice the State for each Key Resource Unit for the 
Processing Services monthly in arrears (i.e., during the month following the month in 
which such Processing Services are provided).  Each IBM Global Services invoice for 
Processing Services shall contain or be accompanied by a report in a form and with a 
content approved by the State (a “Payment Deliverable”), showing the number of units of 
Processing Services provided by IBM Global Services during the month, the unit 
charges or credits, as the case may be, any applicable Service Credits and the resulting 
net increase or reduction, as applicable, to the Monthly Charges.   

7.8.2.2 IBM Global Services shall invoice the State for FEDI Network Support, Information 
Exchange (IE) Services, and Application Development Services monthly in arrears (i.e., 
during the month following the month in which such Services are provided).  Each IBM 
Global Services invoice for such Services shall contain or be accompanied by a report in 
a form and with a content approved by the State (a “Payment Deliverable”), showing the 
units of Services by Service provided by IBM Global Services during the month and the 
unit charges or credits. 

7.8.2.3 IBM Global Services shall invoice the State for Business Recovery Services monthly in 
advance (i.e., during the month preceding the month in which such Services are 
provided).  Each IBM Global Services invoice for such Services shall contain or be 
accompanied by a report in a form and with a content approved by the State (a 
“Payment Deliverable”), showing the units of Services by Service provided by IBM 
Global Services during the month and the unit charges or credits. 

7.8.2.4 Properly submitted invoices are due and payable by the State, in accordance with 
Michigan law, within forty-five (45) days after receipt, provided the State determines that 
the Payment Deliverables and associated Service Deliverables covered by the invoice 
have been properly completed and accepted by the State.  The making of payment for 
such invoices does not constitute a waiver by the State of any right or claim it may 
otherwise have for latent defects in any Service Deliverables or the Services that were 
not reasonably discoverable at the time of payment. 

7.8.3 Out-of-Pocket Expenses 

IBM Global Services acknowledges that the out-of-pocket expenses that IBM Global Services 
expects to incur in performing the Services (such as, but not limited to, travel and lodging, 
document reproduction and shipping, and long distance telephone) are included in IBM Global 
Services’ charges and rates set forth in this Contract.  Accordingly, IBM Global Services’ 
out-of-pocket expenses are not separately reimbursable by the State unless, on a case-by-case 
basis for unusual expenses, such as IBM Global Services travel specifically requested by the 
State, the State has agreed in advance and in writing to reimburse IBM Global Services for such 
an expense.  Such reimbursement are limited as provided by State travel regulations and 
guidelines. 
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7.8.4 Billing Format 

Invoices must be submitted by IBM Global Services in the form specified by the State.  The 
invoice will show details as to charges by service component and location at a level of detail 
specified by the State, which level of detail shall be as reasonably necessary to satisfy the 
State’s accounting and chargeback requirements.  At the State’s option, and in addition to, and 
not in lieu of, printed invoices, IBM Global Services may be required by the State to render 
invoices via electronic media (e.g., computer tapes, disks or diskettes). 

7.8.5 Proration 

Any periodic charges under this Contract are to be computed on a calendar month basis, and 
will be prorated for any partial month. 

7.8.6 Set-Off 

With respect to any amount to be paid to the State by IBM Global Services pursuant to this 
Contract, the State may, at its option, set-off that amount as a credit against the charges 
payable to IBM Global Services. 

7.8.7 Disputed Charges 

The State will pay when due, in accordance with State law, all undisputed charges properly 
invoiced in accordance with the Contract, but may withhold payment of any particular charges 
that the State disputes in good faith.  The State will notify IBM Global Services in writing of any 
disputed charges for which the State is withholding payment. 

7.8.8 Final Payment 

The making and acceptance of final payment by the State to IBM Global Services does not 
constitute a waiver by the State of any rights or other claims as to IBM Global Services’ 
continuing obligations under the Contract, nor will it constitute a waiver of any claims by the 
State against IBM Global Services, arising from unsettled claims or failure by IBM Global 
Services to comply with this Contract, including, but not limited to, claims for Services and 
Deliverables not reasonably known until after acceptance to be defective or substandard.  The 
making and acceptance of final payment by the State to IBM Global Services will constitute a 
waiver of all claims by IBM Global Services against the State, other than those claims previously 
filed in writing on a timely basis and still unsettled. 

7.8.9 Services Covered 

For all Services, functions and items provided or to be provided by IBM Global Services (and its 
subcontractors, if any) under this Contract, the State shall not be obligated to pay any amounts 
in addition to the charges payable to IBM Global Services under this Contract. 

7.9 Economic Change Adjustment 
7.9.1 IBM will calculate and apply an adjustment to the charges based upon economic changes (an 

Economic Change Adjustment or ECA) as described below beginning on February 1, 2003.  
The ECA will be payable on a prospective basis (e.g., the actual inflation for December 1999 will 
determine the ECA for the year 2000) on the Pricing payable by the State.  The ECA will be 
determined as soon as practicable after the end of each calendar year using the formula below 
(the ECA Factor). 
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7.9.2 IBM will annually update the rates, as appropriate, in Exhibit H for the ECA, if any, on 
February 1 each year starting in 2003. 

7.9.3 The State and IBM agree to use the December unadjusted Consumer Price Index, as published 
in the Summary Data from the Consumer Price Index News Release by the Bureau of Labor 
Statistics, U.S. Department of Labor, For All Urban Consumers (CPI-U), for purposes of 
determining actual inflation.  In the event the Bureau of Labor Statistics stops publishing the 
CPI-U or substantially changes its content and format, the State and IBM will substitute another 
comparable index published at least annually by a mutually agreeable source.  If the Bureau of 
Labor Statistics merely redefines the base year for the CPI-U from 1982-84 to another year, the 
State and IBM will continue to use the CPI-U, but will convert the Base Year Index to the new 
base year by using an appropriate conversion formula. 

7.9.4 Actual Inflation 

IBM will calculate the ECA by comparing the change in the year-to-year CPI-U with the CPI-U 
for December before the Contract Modification Extension  Date (the Base Year Index).  For 
each calendar year of the Term, the actual CPI-U for December before the year for which the 
ECA is being calculated (Actual Inflation) will be compared to the Base Year Index in Exhibit C-1 
(e.g., the December 2000 CPI-U will be used to determine the ECA for the year 2001).  If Actual 
Inflation is equal to or less than the Base Year Index, then no ECA is due.  If, however, Actual 
Inflation is greater than the Base Year Index, then IBM will apply the ECA to the Pricing due IBM 
for the year for which IBM is calculating the ECA. 
 

7.9.5 Inflation Sensitivity 

A percentage has been established that reflects the inflationary impact on IBM’s delivery of the 
Services (Inflation Sensitivity).  The Inflation Sensitivity factors are noted in Exhibit H. 
 

7.9.6 ECA Factor 

The ECA is equal to the ECA Factor times the sum of the Pricing due IBM for each month of the 
calendar year succeeding the calendar year during which Actual Inflation is greater than the 
Base Year Index.  Calculate the ECA Factor as follows: 
 

ECA Factor  
ECA Factor =  [{(Actual Inflation – Base Year Index) / Base 

Year Index} x Inflation Sensitivity] 
Actual Inflation  = The CPI-U for the December before the calendar 

year for which the ECA is being calculated.  
Base Year Index = The CPI-U for the December before the Contract 

Modification Extension Date. 
Inflation 
Sensitivity 

= The portion of the charges that are inflation 
sensitive. 

 
7.9.7 ECA Calculation 

The example below calculates the ECA based on the following assumptions: 
 

• an Effective Date in 1999; 
• a Base Year Index of the CPI-U for December 1998; 
• ECA calculation begins in January 2000; 
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• Inflation Sensitivity of 80 percent; and the following Actual Inflation 
 
ECA Calculation Example 
Actual Inflation Examples 
Base Year Index  
1998 = 163.90  

1999 2000 2001 2002 2003 

Actual Inflation 168.00   174.35 177.85  185.00  190 
 
According to this example, there will be an ECA for calendar years 2000 through 2003 
because the Actual Inflation for the year preceding each year is greater than the Base 
Year Index.  To determine the ECA monies due, using this example, in addition to the 
other charges for February 2001, assume the monthly prorated portion of the price for 
February is $1,000,000, then the calculation is as follows: 

 
ECA Calculation Example 
ECA = Price x ECA Factor 
ECA = {$1,000,000 x (174.35 - 163.90) / 163.90} x 

0.80 
ECA = $1,000,000 x {(10.45 / 163.90) x 0.80} 
ECA = $1,000,000 x (0.0637583 x 0.80) 
ECA = $1,000,000 x 0.0510 
ECA = $51,000.00 

 
In the example above, the appropriate ECA is 5.1%.  This ECA factor is what would be used to 
generate the appropriate rates in Exhibit H. 

7.10 S
7.10.1 IBM Global Services shall pay the State Service Credits in the event IBM Global Services fails 

to meet the Minimum Performance Standards set forth in Section 6.0 and Exhibit G.  For each 
month during the Term of the Contract, IBM Global Services will provide the State with reports 
of its actual performance in relation to the Minimum Performance Standards as provided in 
Exhibit G above.  IBM Global Services and the State will then determine whether IBM Global 
Services’ performance of the applicable Processing Services met the Performance Standards or 
Minimum Performance Standards in each such month. 

7.10.2 The aggregate amount of Service Credits for which IBM Global Services shall be liable during 
any month, regardless of the number of Minimum Performance Standards IBM Global Services 
fails to meet in such month, will be 10% of the Monthly Amount. 

7.10.3 Each type of Service for which a Minimum Performance Standard is specified shall initially be 
assigned a weighting factor by the State to reflect the relative importance to the State of that 
Service with respect to the other Processing Services.  The sum of all the weighting factors will 
equal 1.00.  The weighting factors are set forth in Exhibit G.  Upon advance written notice of at 
least seven (7) days (but in no event more than once per calendar quarter), the State may 
adjust the weighting factors to reflect reasonable changes in the State’s priorities.  Adjustments 
to the weighting factors, if any, shall be effective as of the first day of the month immediately 
following the month in which such adjustments were made. 

7.10.4 IBM Global Services shall not be obligated to pay a Service Credit in respect of each Minimum 
Performance Standard for the first month in each fiscal year (October - September) of the Term 
in which IBM Global Services’ performance fails to meet such Minimum Performance Standard.  
IBM Global Services’ failure to meet any Minimum Performance Standard in any subsequent 
month in the same fiscal year of the Term shall result in a Service Credit to the State in an 
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amount equal to the weighting factor for that category multiplied by ten percent (10%) of the 
Monthly Amount.  For example, if the Monthly Amount is $1,000,000 and IBM Global Services 
has failed in two months of the same fiscal year to meet the Minimum Performance Standard for 
a category with a weighting factor of 0.20, the applicable Service Credit shall be:  0.20 x 0.10 x 
$1,000,000 = $20,000 for the second such month in which IBM Global Services fails to meet the 
Minimum Performance Standard.  (No Service Credit would be payable in respect of IBM Global 
Services’ failure to meet the Minimum Performance Standard for the first month in such fiscal 
year). 

7.10.5 IBM Global Services shall apply the total of the Service Credits due the State hereunder in 
respect of any month as a credit to reduce the amount payable by the State for amounts 
invoiced to the State by IBM Global Services under the Contract. 

7.11 Service Incentives 
7.11.1 The State shall pay IBM Global Services Service Incentives as provided in this Section 7.11 in 

the event IBM Global Services meets or exceeds the Incentive Performance Standards 
specified in Exhibit G in a month.  The aggregate amount of Service Incentives paid to IBM 
Global Services in any twelve month period is limited to the cumulative amount of Service 
Credits actually recovered by the State from IBM Global Services and which are eligible to be 
included in the calculation of Redeemable Service Credits.  Following the delivery of IBM 
Global Services’ performance report under Section 6.7.1 for a month, IBM Global Services 
and the State shall determine whether IBM Global Services’ performance of the Processing 
Services met or exceeded any Incentive Performance Standards in such month. 

7.11.2 Meeting or exceeding an Incentive Performance Standard in a month shall entitle IBM Global 
Services to a Service Incentive equal to the Redeemable Service Credits, if any, for that 
Service category multiplied by one-third (1/3).  For example, if the Redeemable Service 
Credits for a particular Service for a month equal $10,000.00 and IBM Global Services meets 
or exceeds the Incentive Performance Standard for such Service during that month, the 
applicable Service Incentive shall be:  $10,000/3 = $3,333.33. 

7.11.3 Any Service Credits to which the State is entitled with respect to a month shall be offset 
against any Service Incentives due to IBM Global Services, and any net balance owed to IBM 
Global Services shall be invoiced to the State. 
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EXHIBIT A1 
 

RESPONSIBILITY MATRIX 
PROCESSING SERVICES 

 
(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Production Control   
System Console Operations X  
Manage IBM Machine resources X  
Assure platform product availability X  
Mount Tapes X  
Move D/R tapes to off-site storage X  
Ship tapes from Boulder to State for IRS X  
Second level support and support of software for printing at State local printers X  

Custom Forms inventory N/A N/A 
Forms Inventory and Control N/A N/A 
Custom order/inventory control N/A N/A 
Custom requirement/definition N/A N/A 
Update the scheduler database as requested by the State to reflect scheduling 
changes/modifications to the Production Environment 

X  

Implement, execute and maintain overall processing schedules: 
 
� Run production jobs in accordance with the processing schedules 
� Monitor processing for adherence to processing schedules 
� Complete processing within mutually agreed-upon time periods 
� Respond to new processing requests and requirements 

X  

Complete scheduled batch processing jobs in accordance with the 
scheduled processing specifications (e.g.  times, dependencies, etc.), and: 
 
 Identify problem areas with the State’s assistance 
 Provide reports with details of Critical Batch Jobs and Online Availability 

statistics 
 Maintain Critical Batch Job list with input from State 

P S 

Assimilate new Application Software and batch jobs into the Production 
Environment in accordance with processing schedules provided by State, and 
according to mutually agreed upon implementation requirements 

P S 

Establish and document standards for production jobs (e.g.  JCL standards) P S 
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Production Control   
Resolve Abends in accordance with State policies  X  
Execute reruns as requested by the State and perform job restarts in accordance 
with requirements provided by the State 

X  

Provide notification of missed Critical Batch Job schedule deadlines  X  
Record system and hardware problems X  
   
Application Monitoring and Problem Management   
Define and maintain Process Document X  
Manage application problems S P 
Provide and utilize a Software tool that opens and tracks through resolution 
reported Problems related to Data Center Services 

X  

Open a Problem record and enter problem information into the problem 
management tool, including the following information: 
 
� Problem description 
� Problem severity based on impact 
� Outage details (if applicable) 
� Problem reporter 
� Date and time of report/update 
� Date and time Problem is closed 
� Cause of Problem 
� Actions taken to correct Problem 

J J 

Perform Problem tracking and monitoring P S 
Maintain the State pager notification process and data J J 
Application Recovery Management   
  - Platform Recovery X  
  - Software Recovery P S 
Application Contingency Planning & Testing S P 
Modification of customer data in accord with approved change record S P 
Document applications operating procedures S P 
Report balancing  X 
  - Discrepancies resolution  X 
Preparation of run parameter input  X 
   
Systems Installations and Operations   
Coordinate and schedule new releases and maintenance of the operating systems 
System Software 

X  
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
CLIENT 

   
Systems Installations and Operations   
Perform de-installation of designated System Software in response to State 
business requirements 

X  

Monitor availability of  System Software fixes and implement such fixes as 
appropriate 

X  

  - Acceptance testing  P S 
  - Verification process  P S 
  - Actual installation X   
  - JCL standards and procedures analysis P S 
  - Production requirements J J 
     
Change Management   
Provide, maintain, and utilize a Software tool to manage and track Changes.   P S 

Identify and provide Change requirements for IBM and State Change requests: 
 
� Description of Change 
� Install instructions 
� Back out / recovery plan 
� Effective date of Change 

J J 

  - Define and maintain process document P S 
  - Provide change requirements for application installs and upgrades  X 
  - Provide change requirements for Systems Software  X  
  - Conduct change control meeting P S 
  - Promote changes to production P S 
  - Report on change success X  
  - Prepare and make available Change management reports X  
   
Production Job Documentation   
Set-up  S P 
Dependencies  S P 
Initiation X  
Recovery  S P 
Development and Maintenance of Tape Library System X  
Maintenance of Automated Scheduler System X  
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Hardware Planning and Installation   
Technology changes design and review  P S 
Hardware facilities requirements X  
  - Monitor hardware capacity utilization P S 
  - Monitor SLAs J J 
   
Capacity Management   
Define and maintain process documents  J J 
Define application plans and requirements  S P 
Maintain sufficient resource capacity as necessary to provide the Data Center 
Services including CPU, DASD and TAPE resources 

X  

Perform ongoing performance tuning to optimize Hardware/environment P S 
Perform capacity planning on a quarterly (or more often, if needed) basis to 
accommodate future capacity requirements, utilizing future projections provided 
by the State 

P S 

Make recommendations to the State as applicable  X  
Perform configuration changes to optimize existing Hardware/environment X  

Define on a quarterly (or more often, if needed) basis changes in capacity 
requirements for State Application Software 

  X 

Evaluate and assess capacity requirements, changes, and/or requests that may 
impact capacity (e.g.  new Application Software) 
 
� Analyze requests to determine action needed to provide sufficient capacity to 

meet State Requirements 
 
 Obtain the State’s approval on action(s) needed resulting from 

analysis of requests 
 

X  

Track State capacity utilization and provide monthly reports X  
   
Performance Management   
Define State service level requirements  X 
Document and monitor service level agreements P S 
Utilize tools to achieve real time performance monitoring X  
Measure and analyze performance P S 
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Performance Management   
Perform load balancing, performance tuning, and configuration adjustments P S 

Implement improvement programs X  
Where reasonably requested by the State, IBM will provide performance 
management assistance/support for State Application Software 

S P 

Collect relevant performance and availability data for tuning, problem trend 
analysis, and availability reporting including: 
 
� as requested by the State for specified measurement intervals/selected CICS 

regions/designated CICS transactions, a CICS Internal Transaction Response 
Time report 

� Monthly CPU usage of State batch jobs 
� Monthly CPU usage of CICS regions 
� Monthly DASD Usage 
� Monthly Tape Mounts 

X  

Job accounting statistics X  

Document operations procedures X  
   
Operation Analysis   
State Proprietary Software installation   
 -- Acceptance testing S P 
 -- Verification process S P 
 -- Actual installation X   
System security subsystems (i.e., CICS, TSO, RACF)     
 -- Administration X   
 -- Execution X  
Automated report distribution     
 -- Technology selection J J 
 -- Analysis of hard copy reports for conversion to soft copy  X 
 -- Business Software changes, if required   X 
 -- Set-up J J 
 -- Operation X  
Write standards and procedures   
 -- Define input  X 
 -- Promote to production X  
 -- Approval rights  X 



 

 Page 253 07/28/08 
H:\Public\Gross\Contract Template v6.doc  11:34 AM 
  DRAFT 

 
(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Operation Analysis   
   
JCL, standards and procedures analysis J J 
Automated run documentation   
 -- Set-up X  
 -- Dependencies X  
 -- Initiation X  
 -- Recovery X  
Maintenance of tape library system X  
Maintenance of automated scheduler system X  
    
Technical Services (MVS, OMVS, CICS)   
   
MVS and OMVS   
Technical guidance regarding products/systems selection X 
System control program installation & maintenance X  
System monitoring X 
Performance tuning    
 -- Systems Software X  
 -- State Software  J J 
Troubleshooting/problem resolution X  
State information systems support personnel technical assistance X 
Back-up/recovery procedures (System and Application Software)  X  
Back-up/recovery procedures (State Software) S P 
New technology/product research    
 -- Technology input and review J J 
 -- Technology selection    J J 
 -- Technology implementation   X   
CICS    
Install, configure, maintain, and upgrade CICS System Software subject to the 
Software Currency provisions hereof. 

X  

Install, configure, maintain, and upgrade non-IBM CICS vendor products and 
tools subject to the Software Currency provisions hereof. 

X  

Upgrade State CICS test regions X  
Monitor production regions.   X  
Tune CICS subsystem and associated program products P S 
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(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
CICS   
   
Tune Application Software  S P 
Provide performance statistics reporting tools to allow the State to tune State 
Application Software  

X   

Perform CICS system level problem resolution  X   
Perform Application Software level problem resolution    X 
Maintain contingency backups for CICS System Software and associated 
program products  

X  

Maintain contingency backups for Application Software  J J 
Technical guidance regarding products/systems selection X  
Troubleshooting/problem resolution X   
    
DB2 and Database Support   
Technical guidance regarding products/systems selection X  
Provide database management support Services that include: 
 
� Performing data modeling 
� Creating logical database design 
� Creating physical database design 
� Providing physical database review / support 

 
 
 
 
 

X 

 
 

X 
X 
X 
 

Create new databases P S 
Create database objects P S 
DBMS (Data Base Management System) maintenance  X  
Physical data base design X  
Physical data base review/support X   
User access (views, copy members)  X 
Security (DBMS) X   
DBMS performance management  X   
DBMS performance utilization tracking X   
Training/application development  X 
Involvement with State Software installation J J 
Data base troubleshooting/problem resolution X  
Perform DB2 capacity planning for Application Software  J J 
Perform DB2 capacity planning for DB2 subsystem X  
Provide DB2 backup and recovery support X  
Provide Application Software database backup and recovery P S 
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Description 

 
IBM 

 
State 

   
DB2 and Database Support   
Support changes to new and/or existing DB2 subsystems and databases P S 
Maintain and administer a recovery plan for DB2 subsystem and associated 
products that enable DB2 subsystem recovery  

X   

Restore DB2 subsystem and associated products during a contingency test or a 
Disaster  

X  

Install, configure, maintain, and upgrade DB2 System Software and associated 
program products upon State approval  

X  

Install and apply DB2 fixes as requested by the State X  
Identify and resolve DB2 and DB2 subsystem problems and/or related database 
problems 

X  

Provide ongoing DB2 subsystem performance management X  
  

Failure Recovery   
Data Center Machines failure  X  
Data Center Machines upgrade  X  
Systems Software and Application Software failure X  
State Software failure  X 
   
Physical Security   
Provide physical security controls at IBM Facilities X  
Restrict access to the IBM Facilities to authorized personnel X  
Protect Hardware at IBM Facilities from unauthorized access X  
Provide physical security controls at State Facilities  X 
Restrict access to the State Facilities to authorized personnel  X 
Protect Hardware at State Facilities from unauthorized access  X 
   
Information Security   
Implement commercially reasonable security safeguards  to protect the integrity, 
and to prevent unauthorized access to, the State systems, Application Software, 
systems files and State Data within the Data Center Services environment 

X  

Identify and implement protection requirements for the IBM operating 
environment and resources (e.g.  unauthorized access, malicious updates)  

X  
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Description 

 
IBM 

 
State 

   
Information Security   
Review and grant State-specified group access as requested and authorized X  

Perform a periodic review of IBM personnel with system-level authorities and 
IBM personnel with group-level authorities and remove authorities that are no 
longer necessary 

X  

Provide State Information Security manager a list of IBM personnel who have 
access to State information resources on a semi-annual basis 

X  

Delete inactive logon Ids of IBM and State personnel/users after six months of 
non-use of such Ids 

S P 

Administer IBM personnel user IDs in areas related to the environments for 
which IBM is responsible: 
 
� Assign and reset IBM personnel passwords 
� Create IBM personnel user Ids 

X  

Grant security access authority for specified State IT Personnel, as requested by 
the State 

P S 

Authorize and manage system IDs for State personnel    X 
Monitor users of the Processing Environment for attempted unauthorized access.  
IBM and the State will monitor, review and respond to access violations and will 
log security alerts and notification activity in accordance with procedures and 
timeframes set forth in the Operations Procedure Manual 

J J 

Provide verification of strict compliance with all reasonable State security 
policies and procedures, provided such security information is provided to IBM 
by State. 

X  

Provide awareness and training to State Personnel on State security policies and 
practices. 

 X 

Documenting State security policies and practices  X 
Disseminating State security policies and practices  X 
Provide IBM assistance with training of IBM Personnel with respect to State 
security policies and practices, if requested. 

 X 

Enforce State security policies and practices within the State community. S P 
Investigate and act on security violations reported to the State by IBM.  X 
Responsibility for State Application Software security.  X 
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Description 

 
IBM 

 
State 

   
Information Security   
Perform ongoing security reviews of IBM resources and operational/service 
delivery groups to verify that appropriate security procedures are in place, 
including: 
 
 Review, test and evaluate products that are being introduced into the current 

State environment, to verify that such products are set up to prevent  
compromise of IBM or State data, access, security resources or information 

 Review, test, evaluate and implement/install security Software products at 
the request of the State 

X  

   
DI, EDI and FEDI Responsibilities   
Provide, maintain, and upgrade all required DI software (per the software 
currency provision) to ensure full functionality of the DI product 

X  

Provide the Hardware and connectivity for the FEDI Connection X  
Provide the Hardware and connectivity for EDI X  
Provide mailboxing capabilities and enable connectivity with Trading Partners 
through the use of Information Exchange.  Set up mailboxes as requested by the 
State 

P S 

Perform administrative functions for Information Exchange (e.g. set up and 
maintain alias tables, trading partner tables, and user profiles). 

 X 

Provide DI support Services for corrections or modifications necessary to 
maintain the DI Product 

P S 

Provide DI access to authorized State personnel X  
Provide sufficient instances of the DI software that allow separate DI operations: 
DI Development, DI Test, and DI Production on separate LPARS if necessary. 

X  

Perform version control migrations of DI components (e.g. trading partner 
transactions (maps), application data formats, validation/translation tables etc.) 
into Test and Production. 

P S 

Perform job scheduling for DI Services according to schedules created and 
provided by the State 

X  
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EXHIBIT A2 
 

RESPONSIBILITY MATRIX 
WEB SERVER ENVIRONMENT 

 
 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
General Web Responsibilities   
Provide, house, maintain, and support the mainframe Web environment, 
and host State Content on appropriate mainframe LPARs 

X  

Provide 24x7x365 availability and operations support for Mainframe 
Web environments (excluding maintenance windows) 

X  

Participate in the implementation of WEB based Solutions J J 
Support Project/New Application Consulting related to Web Services X  
Perform Systems Engineering (Web Products) X  
Participate in Web Applications product evaluation and selection J J 
Manage IBM Machine Resources related to Web Environments X  
   
Web Specific Monitoring and Problem Management   
Implement and Perform System Management (application and web 
capability monitoring) including: 

X  

  - Failure Monitoring   
  - Performance Monitoring and appropriate Tuning of Web products   
  - Web Site availability and response time Monitoring via "probes"   
Track all Web related problems within the Problem Management Tool J J 
Provide problem management and resolution for operating system and 
Web product software  

X  

Track and report production problems associated with Web 
environments, Resolve conflicts, prioritizing problem resolution or 
service restoration 

J J 

Provide technical support to State applications development staff 
(whether State employees or contractors) 

X  

 
 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
System Administration and Management for Web LPARS   
Web Server Administration for all virtual servers (currently WEBSRD, 
WEBSRT, and WEBSRP) 

X  

Develop, test, and implement system programs and scripts, as required X  
Evaluate and test new or enhanced web monitoring tools and products P S 
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Maintain Web product software configurations in accordance with 
security standards 

X  

Maintain an inventory of installed Web software products as part of the 
Systems Software List 

X  

Submit all Web software product upgrades and maintenance schedules to 
the State for review via the change control process 

X  

Promote approved changes from Development to Test, as well as from 
Test to Production, per the change management process 

X  

Perform and support Software maintenance and upgrades X  
Install, upgrade, configure, and support third-party Web product software X  
Test third-party Web product software and coordinate testing with the 
State 

P S 

Evaluate and install third-party Web product software patches X  
Test third-party Web product software patches X  
Monitor performance of system and third-party Web product software X  
   
Web Environment Software   
Upgrade operating system software on the Web LPARS per the software 
currency provision (i.e., OS/390), unless these upgrades would cause 
compatibility issues within the web environment 

X  

Install and operational support for all third party Web software as 
described on the Web Software List 

X  

Provide DB2 support, including Installation and support necessary DB2 
subsystems 

X  

Provide USS (Unix systems services support), EPP (End-to-End-Platform 
Probe), SMS, Netview Support, and Tivoli Storage Manager. 

X   

 
 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Web Environment Software   
Upgrade, maintain, and install patches on middleware (i.e., WebSphere 
Application Server), as defined in the Web Software List per the software 
currency provision. 

X  

   
Backup/Restore for Web LPARS   
Backups of System Code and System Configuration Data according to the 
Disaster Recovery (DR) Plan 

X  

Backups sent off site according the DR Plan X  
Full Weekly Backups in sync with other MAIN FACS full volume 
backups 

X  

File and Full restores per MAIN FACS Disaster Recovery Plan X  
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Network Responsibilities for Web Services   
Provide and administer IP address management and DNS naming for all 
necessary WebServers or Web Content 

S P 

Monitor Web Complex network devices N/A N/A 
Provide required data communications between the mainframe Web 
LPARS to all other required mainframe systems and databases 
(equivalent of backend connectivity)  

X  

Resolve Network Problems J J 
Monitor physical and logical connections to State Network X  
Estimate and provide necessary bandwidth for Internet Connections 
(front end) 

 X 

Provide change control support X  
Provide remote access support and design X  
Procure, install and maintain required Web Network equipment at IBM 
Sites 

X  

Procure, install and maintain required Web Network equipment at the 
State Sites 

 X 

Provide network availability reports J J 
Coordinate with end user for problem resolution S P 
Escalate problems as required J J 
   
Web Security Administration   
Deploy and manage the State’s security standards for Web product 
software configuration 

S P 

Control  user access to Web product software  X  
 

 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Web Security Administration   
Responsibilities for creating User IDs, Password resets, authorizations J J 

Install, maintain appropriate Firewall technologies and administration as 
required to meet the Security Policies set forth by the State for all Web 
enabled LPARS 

X  

Manage user and system permissions to Web product software X  
Provide recommendations for corrective actions resulting from actual or 
suspected security violations 

J J 

Assist in developing and implementing security policies and procedures J J 
Participate/provide support in internal and/or external audits P S 
Provide physical security for devices X  
Architect firewalls and deploy access policies P S 
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Install, utilize and manage intrusion detection devices and Software N/A N/A 
Monitor commercial products in use on State LPARS for published 
security vulnerabilities 

P S 

Assist the State with security certificate responsibilities P S 
   
Performance Measurement and Capacity Planning   
Analyze and report resource trends within web environment X  
Forecast  the State’s capacity requirements  S P 
Monitor and validate the capacity forecast vs. actual usage P S 
Adjust Web systems, as appropriate, to ensure efficient usage of system 
resources 

X  

Produce monthly and historical performance and usage reports for key 
system resources, products, and performance compared to service level 
agreements 

X  

   
Engineering and Architectural Services for WEB Environment   
Perform system design related to additional LPARS, additional 
WebServers, or other additional services, as may be requested by the 
State from time to time 

X  

Develop test plan for new Services X  
Develop test plan for application changes S P 

 
 (X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 
Description 

 
IBM 

 
State 

   
Engineering and Architectural Services for WEB Environment   
Test all State Web application maintenance and development projects, 
including unit, stress, regression, functional, and integration testing 

S P 

Provide Web product software interconnectivity testing and network 
connectivity/communication testing 

X  

Technology Integration of new and existing services X  
Determine compatibility impact and risk P S 
Ensure compatibility of application changes with installed Web product 
software 

S P 

Ensure compatibility of new service elements, system software changes, 
or web software upgrades with installed  Web product software 
environment 

P S 

Track and resolve incompatibility issues J J 
Execute, monitor, and create processes and procedures for Web product 
software integration testing 

P S 

Provide expertise, training, benefits/risks, and advisory services to the 
State on new Web product software and technologies 

X  

   



 

 Page 262 07/28/08 
H:\Public\Gross\Contract Template v6.doc  11:34 AM 
  DRAFT 

Web Application Content Management and Logical Database 
Support 

  

Ensure all change management tools can adequately track content 
changes to the State Web Environments 

X  

Track content changes via change management process J J 
Installation, Maintenance, support, and all management of Web Content P S 
Promote content changes to Production per the change management 
process 

P S 
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EXHIBIT A3 
 

RESPONSIBILITY MATRIX 
BUSINESS RECOVERY SERVICES 

 
  

(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 

Description 
 

IBM 
 

State 

   

Business Recovery Services   

Define, Maintain, and Provide copies of the State’s (MAIN FACS) 
Disaster Recovery Plan. 

X  

Review and Update Disaster Recovery Plan annually (or more often, if 
needed), including a review of recovery Configurations to ensure there is 
adequate capacity to meet the requirements of the State in the event of a 
Disaster. 

P S 

Update recovery Configuration(s) at the Disaster Recovery Center as 
required by the Disaster Recovery Plan 

X  

Maintain and provide resources sufficient to enable Business Recovery 
Services adequate to recover the critical elements of the MAIN-FACS 
applications during a declared disaster 

X  

Provide Hot Site Recovery Services X  
Provide Cold Site Recovery Services if, after 6 weeks of operations in the 
Hot Site Recovery Center, normal operations are not restored. 

X  

Backup:   
Perform daily and weekly backup of all System Software, Configurations, 
and other Critical Software. 

X  

Schedule backup jobs for backup of Application Software data and State 
production libraries  

X  

Execute backup requests for Application Software data as received from 
the State 

X  

Execute off-site media storage procedures for archival and recovery 
purposes, utilizing an authorized off-site third-party vendors, for all 
backup media, including: 

X  

 - Log and track media both on and off site   
 

(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 

Description 
 

IBM 
 

State 
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Backup:   

   
  - Perform required rotation of media   
 - Pay all fees and costs associated with off-site media storage   
Disaster Recovery Testing:   
Create and maintain a plan for conducting an annual Disaster Recovery 
Test for the State MAIN FACS System. 

P S 

Conduct an annual Disaster Recovery Test that will adequately 
demonstrate IBM's ability to recover the Data Center Services and critical 
MAIN FACS Applications, and the transfer of operations to a Recovery 
Center 

P S 

Supply personnel and programs necessary for the maintenance of the 
Disaster Recovery Plan and the annual testing of the Business Recovery 
Services 

P S 

Conduct pre-test meetings with State MAIN FACS Personnel and 
Management 

P S 

Provide a Disaster Recovery test platform (including CPU, DASD, Tape, 
and other resources) sufficient to execute the DR Test Plan and test the 
recovery of Configurations, Critical Software, and related Application 
Software data 

X  

During a scheduled test :   
Test Scheduling X  
Obtain participant Commitment P S 
Schedule offsite vital record audit X  
Rollup audit results to management X  
Conduct testing by performing test recovery of designated configurations 
and critical software as defined in the Disaster Recovery Test Plan 

X   

Test and verify environment integrity and functionality J J 
Communicate with recovery site as required before, during, and after 
completion of testing to adequately conduct and document testing 

P S 

Remove software and files from the Recovery Site at the conclusion of 
tests 

X  

(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 
 

Description 
 

IBM 
 

State 

   

Disaster Recovery Testing:   

Document and track findings to closure, and provide post test results to 
the State 

P S 

Provide a Final Report on the annual DR Test to the State X  
Provide comments regarding results of test to IBM  X 
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Create and execute an action plan addressing any problems identified in 
the execution of the DR Test Plan, and provide the State a copy of such 
plan  

P S 

In the event of a Disaster:   
Take immediate action to prepare the Recovery Center for use and provide the 
resources necessary for recovery of the Configurations and Critical Software; 
utilizing capacity which is equivalent to the current State configuration or better. 

X  

Provide immediate notice of any Disaster which has occurred, which may occur, 
or of events which may lead to a Disaster, via verbal contact with one or more of 
the State's designated representatives, so that the parties may determine when 
and whether to declare a Disaster and may do so expeditiously to receive 
priority Business Recovery Services. 

X  

Provide access to the Hot Site Recovery Center as soon as two (2) hours, but no 
longer than twenty-four (24) hours, after Declaration of a disaster. 

X  

Provide operational and technical service and assistance sufficient to restore and 
operate all critical MAIN-FACS applications as defined within the Disaster 
Recovery Plan. 

P S 

Provide office space at Hot Site Recovery Center for operations. X  
Provide reserve T1 Line that connects to the State Network. X  
Reroute the affected data communications circuits to the Recovery Center X  
Provide all other network connectivity to the Recovery Center, as specified in 
the configuration specifications. 

X  

Deliver to the Recovery Center all off-site backup media necessary to perform 
Disaster Recovery 

X  

Deliver to the Recovery Center off-site backup media necessary to allow the 
State to recover Application Software data within the objective of seventy-two 
(72) hours of a declared disaster. 

X  

 
(X = Applies To,   J = Joint,   P = Primary,   S = Secondary) Responsibility 

 
Description 

 
IBM 

 
State 

   

In the event of a Disaster:   
Operate the Critical Software on the Configuration at the Recovery Center;  X  
Furnish all supplies and storage media which are included in the scope of BRS 
or the contract;  

X   

Furnish all supplies and storage media which are NOT included in the scope of 
BRS or the contract; 

 X 

Pay all costs associated with off-site backup media, including transportation to 
and from the storage facility and the Recovery Center;  

X  

Pay all travel and living expenses incurred by IBM personnel in the performance 
of IBM’s Disaster Recovery responsibilities; 

X  

Pay all travel and living expenses incurred by State personnel in the  X 
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performance of IBM’s Disaster Recovery responsibilities; 
Assist SOM in Application Software data recovery  X  
Remove all State data and programs from the Configuration after utilizing 
the Business Recovery Services 

X   
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EXHIBIT B 
 

BUSINESS RECOVERY SERVICES CONFIGURATION 
 

Qty Product Model Description 
1 9672 R26 Parallel Enterprise Server 

2688 9672 STOR MBS 9672 Server Main Storage – 1st 9672 
Available on G5 or older 9672 processors 

 1408 9672 EXP MBS 9672 Server Expanded Storage – 1st 9672 
Available on G5 or older 9672 processors 

2 9393 T82C RAMAC Virtual Array 
   2048MB EFF. CACHE; 420GB EFF. CAPACITY; 

SNAPSHOT ENABLEMENT 
   When emulating devices on the RVA the usable capacity 
   will vary depending on the number and type of devices 
   being emulated. 

1 3490 X40 Tape Cartridge Unit E-Series 
   Includes:  1-3490/A20 Control Unit per 4-3490/X40 
   Each unit of X40 contains (4) 36-Track drives 

16 3590LS B11 Magstar Tape Drive 
   Includes:  1-3590-A50 Control Unit per 4 3590LS B11 
   Each 3590LS-B11 Contains One Drive 

Quantities over 56 may be supported by 3590-A00 
controller 

1 3287 001 Printer 
1 3174 11L Local Terminal Control Unit 
   Includes 6MB Storage 
   1-2.4MB Diskette Drive 
   1-FC 1056 20MB Hard Drive 
   1-FC 5010 Config Support ‘B’ 
   TMA’s supporting 32 Coax Attached Devices 
  Note: - Box for Local SNA or Non-SNA use.  If Both Are 
   Required, Separate 11L’s Must Be Selected. 
   - 3174/TR 21L Selectable for Async Emulation Dial In or 
   Use As An SNA/Token Ring Gateway 

18 3194 H10 Operator Console 
 

Qty Product Model Description 
1 PCWS-800 BASE P3-800 Desktop With Wkspace 
   Item: PC Desktop With Workspace, Phone, Chair, LAN 
   Connectivity (token ring/ethernet), & Power For Office 
   Equipment 
   Includes:  ISA/PCI Architecture 
     Pentium III 80Mhz Processor 
     128MB Memory, 100 Mhz Bus 
     20.4 GB IDE Hard Drive 
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Qty Product Model Description 
     48 X CD-ROM 
     17” Color Monitor, Keyboard and Mouse 
     Serial and Parallel Port 
     Ethernet and Token Ring Adapter Included 
   Note:  This equipment cannot be selected for temporary 

transfer. 
   LAN connectivity includes infrastructure for  
   10Mb ethernet and 16/4 token ring support only. 
    

1 BCRS/T1 MDNS BRS for MDNS (ATT GNS) T1 
   Note:  This Provides T1 Access to ATT Managed Data 

Network 
   Services.  By acceptance of this line entry Customer 

agrees to  
   Allow BCRS to act as customer’s agent to Subscribe To 

The  
   BRS for MDNS (Recovery) Service With ATT Global 
   Network Services. 
   This BRS/MDNS Solution uses shared resources available
   To customers at all BRS locations. 
   - This Entry/Charge Is For complete BRS for MDNS 

recovery 
   - See the BRS for MDNS service description for more 
   Information. 

1 LINE T1 ATT ABM/RBO T1 Access 
   Includes:  1 installed T1 CSU and/or DSU per line 

 
Qty Product Model Description 

40 LINE 000 Analog Dial Line 
1 CIRTR 7513 Cisco 11-Slot 7513 Router 
   Includes: Rack Mounted Chassis With Power Supply 
   1 Route Switch Processor-4 
   Dual Extended BUS (Cybus) 
   128MB DRAM (Main Memory) 
   16MB Flash EPROM (In Addition to 8MB Flash via RSP)
   128KB NVRAM 
   Battery Backup and Calendar Clock 
   IOS Enterprise Software and WAN Packet Protocols 
   Console and Auxiliary Ports 
   ASCII Configuration Terminal 

1 CIRTR FC CIPD CIP2 w/dual ESCON Interface 
   Includes: 
   MEM-CIP-64M (64MB CIP Memory) 
   FR-CIP-TCPOFF Offload Feature 

1 CIRTRFC EIP6 6-Port Ethernet I/F Card 
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Qty Product Model Description 
1 CIRTR FC SIP8 8-port Fast Serial Card 
1 CI2513 000 Cisco T/Ring-Ethernet Router 
   Includes:  Cisco 2513 Multiprotocol Router w/Power 

Supply 
   Cisco IOS Enterprise Feature Set 11.0.1 
   Single Ethernet Port 
   Single Token Ring Port 
   Dual Serial Port Card 
    

1 RMEXCDAP DBU DAP Multirate 1Port 14.4 IDBU 
   Includes:  EXDAPV35C2D Single Port 1.2-64KB Point to
   Point DAP, Contains 14.4/V.32BIS Dial Restoral 
    

1 3480 RCS B22 Cartridge Tape Drive 
   Includes:  1-3480/A22 Control Unit 

1 4245 RCS 020 Line Printer – 2000LPM 
1 3174 RCS 11L Local Terminal Control Unit 
8 3279 RCS XXG  Display 
2 3472 RCS HC1 Info-Window Display Console 
1 4224 RCS 2E2 Terminal Printer W/Buffer 
   Test Time Allowance is 48 hours per year. 

1 NOKIP330 BB235
0 

Nokia IP330 Managed Firewall 

  
 

 Includes:  256 MB RAM 

   Dual Port Ethernet Card 
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EXHIBIT C 
 

SOFTWARE LIST 
 

Systems and Application Software 
 
Current system and application software configuration and associated responsibilities. 
 
Responsibilities 
S = State of Michigan MAIN 
I = IBM Global Services 

 
 Responsibilities

Product Description 
Product 
Number Version Vendor License 

Fees 
Maintenance 

Fees Instal

CICS ISV PRODUCTS         

 XPEDITER/CICS V00-0355 7.3 Compuware  I* I I 

CICS ABEND-AID/FX V94-1504 4.3 Compuware  I* I I 
CICS/RACF Toolkit (formerly 
known as Palace Guard)  

 
 

Consul Risk 
Management S S I 

CICS SYSTEM PRODUCTS         

CICS/TS 5655-147 1.3 IBM I I I 

DB2 ISV PRODUCTS         

 BMCDSN V08-8253 2.2 BMC I I I 

 Catalog Manager V00-0443 6.2 BMC I** I I 

 Change Manager V35-8057 6.2 BMC I** I I 

 DASD Manager Plus V36-3289 6.1 BMC I** I I 

 Unload Plus V00-0450 6.2 BMC I** I I 

 Copy Plus V00-0444 6.2 BMC I** I I 

 Recover Plus V00-0457 3.4 BMC I** I I 

 FILE AID DB2 V00-0341 4.5 Compuware I* I I 

DB2 SYSTEM PRODUCTS        

 IBM DB2PM 5645-DB2 7.1 IBM I I I 

 QMF/MVS 5646-DB2 7.1 IBM I I I 

 DATABASE 2 5645-DB2 7.1 IBM I I I 

MVS ISV PRODUCTS         

FILE AID MVS V00-0344 8.8 Compuware I* I I 

XPEDITER/CICS V00-0355 7.3 Compuware I* I I 

XPEDITER/TSO (BASE) V00-0359 7.7 Compuware I* I I 

ProSMS V737-502 3.7 B&B I* I I 

AUTOSYS/ZEKE MVS V14-3051 4.5 PLTNUM I I I 

ZARA V32-0599 1.3 PLTNUM I I I 

DRS V53-1054 1.3 LRS I* I I 
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 Responsibilities

Product Description 
Product 
Number Version Vendor License 

Fees 
Maintenance 

Fees Instal

Omegamon II DB2 V76-0016 4.0 Candle I I I 

Omegamon II MVS V80-8490 4.0 Candle I I I 

Omegamon II CICS V80-8491 4.0 Candle I I I 
FOCUS (Basic Reporting System) - 
State supplied V86-8362 

1.7 
INFOBLD S S I 

 ZEBB V88-1260 2.4 PLTNUM I I I 

OASIS/DMS MVS V88-1263 2.1 PLTNUM I I I 

VPS V90-0228 7.0 LRS I* I I 

CHANGE MAN/MVS (BASE) V94-1170 4.1 OPTIMA I I I 

ABEND-AID/FX V94-1504 4.3 Compuware I I I 

FOCUS AUDIT – State supplied V94-1900 7.0 INFOBLD S S I 

DataBase Integrity Plus 
Un-
categorized 

1.3 
BMC I I I 

PK ZIP – MVS   5.0 ASI S S I 

MVS SYSTEM PRODUCTS        

OS/390 Base 5647-A01 2.1 IBM I I I 

RMDS 5648-048 2.3 IBM I I I 

SDSF 5647-A01 2.1 IBM I I I 

OS PL/I V2R3 Compiler Library 5668-909 2.3 IBM I I I 
C/370 Library V2R1 5688-188 2.2 IBM I I I 

COBOL FOR OS/390 & VM 5648-A25 2.1 IBM I I I 

Compiler for REXX/370 1.3.0 5695-013 1.3 IBM I I I 

Library for REXX/370 V1R3M0 5695-014 1.3 IBM I I I 

GDDM 5647-A01 2.10 IBM I I I 

HIGHLEVEL ASSEMBLER 5647-A01 2.10 IBM I I I 

REXX/SQL I/F MVS/ESA 5764-074 1.1 IBM I I I 

SYSTEM SOFTWARE         

Visualage Cobol for OS/390 5648-mle 1.1 IBM I I I 

DCF 5748-xx9 1.4 IBM I I I 

DLF 5748-xxe 1.3 IBM I I I 

IXFP 5648-a17 2.1 IBM I I I 

Integrated Catalog Recovery 5798-dxq 1.1 IBM I I I 

JAVA for OS/390 5655-a46 1.3 IBM I I I 

JES2  5647-A01 2.1 IBM I I I 

Network Performance Monitor 5655-043 2.5 IBM I I I 
Tivoli NetView Performance 
Monitor 5655-043 

2.5 
Tivoli I I I 

CRYPTO 128 5740-xy5 1.1 IBM I I I 

NetView System Automation 5645-005 1.3 IBM I I I 
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 Responsibilities

Product Description 
Product 
Number Version Vendor License 

Fees 
Maintenance 

Fees Instal

DataInterchange 5655-b30 3.1 IBM I I I 

Tivoli Service Desk 5648-142 1.2 Tivoli I I I 
Tivoli Storage Management UNIX 
Client 5659-tsm 

4.1 
Tivoli I I I 

Tivoli Storage Management MVS 
Server 5697-tso 

4.1 
Tivoli I I I 

Dump Analysis Product 
AbendAid 
MVS 

9.3 
Compuware I I I 

ABEND-AID for DB2 AbendAid  Compuware I* I I 

OS/390 5647-A01 2.10 IBM I I I 

Tivoli Storage Manager 5697-TS9 4.1 Tivoli I I I 

OTHER SOFTWARE         

Cloud 9 5697-G57 2.0 IBM I I I 

        

IBM RAMAC SNAPSHOT FOR 
MVS/ESA 120 5648-A12 

1.2 IBM 
I I I 

IBM EXTENDED FACILITIES 
PRODUCT JES2 210 5648-A17 

2.1 IBM 
I I I 

TME 10 NETVIEW 5697-B82 1.3 Tivoli I I I 
WEBSPHERE APPLICATION 
SERVER FOR OS/390 302 5655-A98 

4.1  
I* I I 

CICS TRANSACTION 
GATEWAY N/A 

4.0  
I I I 

VISUALAGE JAVA 
PROFESSIONAL INTEL USER 
SW MAINT RNWL  

EDS 
#E1JILL 

  

S S S 
VISUALAGE JAVA 
PROFESSIONAL INTEL USER 
SW MAINT RNWL 

EDS 
#EIAJZLL 

  

S S S 
WEBSPHERE STUDIO 
PROFESSIONAL USER SW 
MAINT RNWL 

EDS 
#E1APLLL 

  

S S S 
 
*Version upgrades may require a change order if the upgrade cost exceeds $5K.  Unless otherwise 
agreed, the State portion of the upgrade would be the software upgrade cost less $5K. 
 

**During the Term of this Contract, the Parties will evaluate IBM products having equal or greater 
functionality to replace the BMC products listed herein. 
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EXHIBIT D 
 

SUBCONTRACTORS 
 
The State has approved the following Approved Subcontractors for use by IBM Global Services in 
performing the Services.  The Approved Subcontractors and a synopsis of their approved areas of 
responsibilities are as follows: 
 
GC Services Limited Partnership (“GC Services”):  GC Services will be responsible for provisioning 
and operating the MIDB, HRMN and DCDS Facility.  GC Services will provide the computer operators 
to staff the facilities. 
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EXHIBIT E 
 

KEY PERSONNEL LIST 
 
 
 

The following personnel are designated as Key Personnel: 

 William Ruddock  Project Executive 
 Greg Gischel   Processing Manager 
 Horace Bryce  Data Base Administrator 
 MariAn Wiley  Code Promotion Manager 
 Michael Junk  Application Maintenance Manager 
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EXHIBIT F 
 

INFORMATION EXCHANGE (IE) SERVICES 
 
IBM Interchange Services for e-business Service Description 
 
IBM will give you 12 (twelve) months’ written notice if we withdraw a service. 
 
CONTENTS 
1.0 IBM Interchange Services 
 1.1  Information Exchange  
 1.2  Information Exchange (Global Customers) 
 1.3  Information Exchange EDI Feature (withdrawn from marketing) 
 1.4  Web data transfer 
 1.5  Forms exchange 
 1.6  In-network translation 
 1.7  Internet Data and Document Exchange 
 
2.0 IBM MQSeries Services 
 2.1  Queue Manager Definition 
 2.2  Sending and Receiving 
 2.3  Distribution Facility 
 2.4  Message Exchange with IBM Interchange Services 
 2.5  Message Exchange with IBM EDI VAN Interconnect 
 
This Service Description applies to Services provided in the United States. In addition to the charges described 
in this Service Description, you will incur charges for other IBM you use including charges which are described 
in the Support Services Service Description and Schedule of Charges. 
 
1.0 IBM Interchange Services 
 
1.1 Information Exchange 

Information Exchange provides mailbox and associated facilities for storing and retrieving messages 
containing unformatted or formatted data, including Electronic Data Interchange (EDI) formats.  
Information Exchange Users can send messages and receive messages from users of mail exchange, 
users of IBM MQSeries Services and users of X.400 Services.  Information Exchange Users can also 
send messages and receive messages from other components of IBM Interchange Services, such as 
Web data transfer or forms exchange.  The access to Information Exchange through SNA remote 
access is described in this Service Description and its associated Schedule of Charges.  Other remote 
access and leased line access is described in the Managed Data Network Services Service Description 
and Schedule of Charges. 
 
Information Exchange charges are applied to each Information Exchange message as it is sent to the 
mailbox and as it is received from the mailbox.  You have the ability to specify on a user by user basis 
whether you will pay the send charges, receive charges or both in exchanging messages under 
Information Exchange.  Before message exchange can take place, both parties must agree on the 
payment relationship.  When messages are exchanged with another component of IBM Interchange 
services, such as Web data transfer or forms exchange, the Information Exchange sender must pay 
send charges and the Information Exchange receiver must pay receive charges. 
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If the message is sent to a trading partner on mail exchange or X.400 Services, then the Information 
Exchange user must pay the total charge.  There are no Information Exchange receive charges for 
receiving messages sent from X.400 Services or from mail exchange. 
 
If the message is sent to or received from a trading partner on IBM MQSeries Services,  you have the 
ability to specify on a user by user basis whether you will pay the send charges, receive charges or 
both in exchanging messages. Files sent to trading partners using IBM MQSeries 
Services must not exceed 100,000,000 characters.  
 
The maximum Information Exchange message size is 280,000,000 characters. 
Information Exchange charges that are based on prime time and non-prime time rates are determined 
by the time stamp in the sent or received Information Exchange message.  Non-prime time charges 
apply between 8 p.m. and 8 a.m. Eastern time, Monday through Friday, on weekends,  
and on IBM specified national holidays. 

 
1.1.1 Sending or Receiving Messages 

When you send a message to an Information Exchange mailbox, a message charge and a 
character charge are incurred.  When you receive a message from an Information Exchange 
mailbox, a message charge and a character charge are incurred.  When you use SNA remote 
access to send or receive a message Information Exchange Dial Services charges are incurred 
 
Information Exchange provides the ability to send a message to a list of users.  When you send 
a message to a list of users, we calculate a proportional send charge for each receiver on the 
list and round the charge up to the next cent.  In this instance the total send charges may 
exceed the published rates due to rounding during the calculation of charges.  We also charge a 
receive charge for each recipient on the list. 
 
We charge for all messages sent to a mailbox, regardless of whether or not they are received by 
the addressee.  There are no Information Exchange charges for requesting messages when the 
mailbox is empty or for retransmitting messages during restart or recovery of Information 
Exchange sessions.  The Information Exchange Message charge applies to every message.  
The Information Exchange Character charge is based upon the number of characters in the 
message.  Information Exchange message headers are not included in the character count.  
The number of characters in the message is rounded up to the next 0.1 thousand characters 
and then multiplied by the rate per thousand characters.  The result is rounded up to the next 
cent. 

 
1.1.2 EDI VAN Interconnect 

Customers may exchange EDI data with users on other networks that are interconnected with the IBM Global 
Network through EDI VAN Interconnect.  You incur an Information Exchange Interconnect charge 
instead of the Information Exchange Character charge for messages you send to or receive from EDI 
VAN Interconnect.  The Information Exchange Interconnect charge is based upon the number of 
characters in the message.  Information Exchange message headers are not included in the character 
count.  The number of characters in the message is rounded up to the next 0.1 thousand characters 
and then multiplied by the rate per thousand characters.  The result is rounded up to the next cent.  An 
Information Exchange message charge is also incurred for messages you send to or receive from EDI 
VAN Interconnect.  Availability of an EDI VAN Interconnect to a particular network is dependent upon 
the owner of that network, not IBM.   Interconnections are subject to change without prior notice. 

 
1.1.3 Information Exchange Dial Services 

If you access Information Exchange through SNA remote access, the following charges apply 
instead of the remote access connect time charges and associated surcharges specified in the 
Managed Data Network Services Service Description and Schedule of Charges: 
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• Information Exchange local dial access character charge; and 
• Information Exchange "800" number dial access character surcharge, if applicable; or 
• Information Exchange secondary node access character surcharge, if applicable. 
 
We will provide you with phone numbers upon request. 
 
Selected SNA remote access protocols may, at IBM's sole discretion, be provided through 
legacy, previously supported, gateways and phone numbers.  Users of legacy gateways and/or 
legacy phone numbers will incur the Information Exchange local dial access character charge 
and the legacy gateway dial access character surcharge.  IBM will provide a list of such legacy 
gateways and phone numbers and planned effective dates upon request. 
 
Information Exchange Dial Services charges and surcharges are based upon the number of 
characters in the message.  Information Exchange message headers are not included in the 
character count.  The number of characters in the message is rounded up to the next 0.1 
thousand characters and then multiplied by the rate per thousand characters.  The result is 
rounded up to the next cent. 

 
1.1.4 Traveling User Support 

Traveling User Support allows users to access Information Exchange while traveling abroad to 
selected countries where IBM has a relationship established with an IBM affiliate or other 
service providers.  Traveling User Support is intended to allow users to access Information 
Exchange on an occasional basis when traveling abroad.  Customers needing access from an 
international location for an extended period (for example, longer than a month) or for more than 
three total months in a year must obtain an additional account ID and user ID from the local IBM 
affiliate or other service provider. 
 
A pass through surcharge will be incurred for all traveling-user access to Information Exchange.  
Traveling users who access Information Exchange through a remote access connection will not 
be charged the standard Information Exchange dial character charge.  Other standard charges 
for use of Information Exchange will apply. 

 
1.1.5 Event Notification 

Information Exchange provides the ability for you to define message arrival events, scheduled events and user 
initiated events.  Event notifications will be generated based on the event definitions and the event 
profile of the intended receiver of the event notification.  You set up event profiles and define events 
using Information Exchange Administration Services.  An event profile defines the characteristics of a 
dial-out or call-out user to Information Exchange.  Users attached via an asynchronous dial connection 
to Information Exchange will receive a dial-out notification.  TCP/IP Internetworking and Multiprotocol 
Solutions and SNA LU 6.2 protocol leased line connected users will receive a call-out notification.  You 
are charged a dial-out or call-out execute charge for each event notification processed by Information 
Exchange on your behalf, even if a notification could not be completed due to a problem at your system 
or workstation.  For example, remote access users will be charged if the dial-out notification cannot be 
completed with the requested number of retries due to a busy, ring-no-answer, or invalid number.  For 
message arrival events, you are not charged if the message which met the notification criteria is 
received from the mailbox before Information Exchange can process the notification. 

 
1.1.6 Archiving 

A message archive facility is available which allows users to store messages from 1 to 365 
days.  The archive storage charge is computed by multiplying the number of characters in each 
message by the number of days the message is archived.  The product is divided by 1000, 
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rounded up to the next whole number if not already a whole number, and multiplied by the rate 
per thousand characters.  The result is rounded up to the next cent.  The archive storage 
charge is invoiced to the owner of the archived data. 
 
Users may retrieve messages from the archive into their mailbox.  The user receiving the 
message from the mailbox will incur the applicable Information Exchange receive charges. 

 
1.1.7 Libraries 

Users may store data in a non-searchable Information Exchange library.  A storage charge is 
applied in 1,000 character minimum increments based upon the maximum amount of storage 
used per day.  The result is rounded up to the next cent.  This is in addition to the appropriate 
Information Exchange send charges for sending the data to the library. 
 
Users may also store data in a searchable Information Exchange library.  Each data entry in the 
library is called a member and may be a message or a file.  A storage charge is applied in 1,000 
character minimum increments based upon the maximum amount of storage used per day for 
all entries in the library.  The result is rounded up to the next cent.  This is in addition to the 
applicable Information Exchange send charges for sending the data to the library.  Each time 
users add or replace a member in the searchable library, index entries are automatically 
created.  Users incur an Information Exchange index build charge for the library members users 
add or replace in the searchable library.  The Information Exchange index build charge is based 
upon the number of characters in the library member.  The number of characters in the library 
member is rounded up to the next 0.1 thousand characters and then multiplied by the rate per 
thousand characters.  The result is rounded up to the next cent. 
 
IBM owns the Information Exchange libraries named CUSTBULS and EXPEDITE.  Library 
CUSTBULS contains information on the Information Exchange Service and the Expedite 
licensed programs such as IBM Customer Bulletins and Technical Bulletins.  Library EXPEDITE 
contains Expedite licensed programs and their manuals.  There are no Information Exchange 
charges for viewing through IE/SERV or receiving information from the IBM CUSTBULS or 
EXPEDITE libraries. 
 
Users may view or retrieve data from Information Exchange Libraries.  When you view or 
receive data from an Information Exchange Library, except CUSTBULS and EXPEDITE, a 
message charge and a character charge are incurred.  For viewing data, the Information 
Exchange Character charge is based upon the number of characters viewed.  For retrieving 
data, the Information Exchange Character charge and Information Exchange dial charge (and 
surcharge if applicable) are based upon the number of characters in the message.  When you 
use SNA remote access to receive the data for any library except CUSTBULS and EXPEDITE, 
Information Exchange Dial Services charges are incurred. 
 
The party responsible for an Information Exchange Library may choose to pay these charges for 
all users viewing through IE/SERV or receiving data from that library.  The party responsible 
indicates this option when defining the library using Information Exchange Administration 
Services. 

 
1.1.8 Carbon Copy 

The carbon copy feature provides for an electronic copy of a designated message to be 
delivered to one or more recipients, in addition to the original message destination.  Either the 
sender or receiver may specify that a message is to be copied or redirected to an alternate 
mailbox.  Carbon copy and redirected message relationships are set up under Information 
Exchange Administrative Services. 
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Each electronic carbon copy message sent to each recipient will incur an Information Exchange 
carbon copy charge and Information Exchange receive charges (a message charge and a 
character charge).  These charges are in addition to the charges incurred for sending and 
receiving the original message.  A redirected message will incur the Information Exchange 
carbon copy charge in addition to the Information Exchange charges incurred for sending a 
message and receiving a message. The Information Exchange carbon copy charge is incurred 
at the time the electronic copy or redirected message is created, regardless of whether or not 
the carbon copy or redirected message is ever successfully delivered . 
 
The carbon copy charge and Information Exchange message receive charges incurred as a 
result of a redirected message or carbon copy request may be paid by the requester, the copy 
partner, or the recipient of the carbon copy or redirected message, per the carbon copy and 
redirected message relationships, as allowed and set up under Information Exchange 
Administrative Services. The requester must pay the carbon copy charge when electronic 
copies or redirected messages are sent to other than the originating Information Exchange 
system and the copy partner is on other than the originating Information Exchange system.  The 
requester must pay the Information Exchange message receive charges for electronic copies 
and redirected messages sent to non Information Exchange recipients (except for X.400 
Services, SMTP gateway recipients, and Internet data and document exchange recipients) and 
all charges incurred for undeliverable items. Recipients on an Information Exchange system 
other than the originating Information Exchange system must pay the receive charges in a 
carbon copy or redirected message relationship. 

 
1.1.9 EDI Dial Out 

The EDI Dial Out feature allows the transfer of ANSI 12 or Uniform Code Council (UCS) 
formatted documents via bisynchronous communications.  It supports the 4010 EDI Standard 
including tilde segment terminator. To send data to trading partners requesting dial out, the 
Information Exchange user will send the data to a mailbox designated as system ID “DBS”, 
account ID “DSRV”, and user ID “OUTBOUND”.  IBM Interchange Services will then dial out to 
the trading partner and deliver the data.  To receive data from those trading partners, the 
Information Exchange user will issue a receive from a mailbox designated as system ID “DBS” 
account ID “DSRV”, and user ID of “INBOUND”. The user IDs should be added to the 
Information Exchange trading partner definitions with payments specifications of sender pays 
send charges and receiver pays receive charges. 
 
Information Exchange dial out character charges instead of Information Exchange character 
charges will be incurred for each transmission sent to or received from trading partners using 
bisynchronous dial out. 

 
1.1.10 Trading Partner Summary Report 

An Information Exchange trading partner summary report is available for customers to receive as an 
attachment to their invoice, or as a report or data file delivered to an Information Exchange mailbox. 
The report summarizes charges by trading partner, including the number of messages and total number 
of characters sent to or received from the trading partner. You will be charged a monthly recurring 
charge of $25 if the report is ordered as an invoice attachment.  You will be charged a one-time charge 
of $25 if the report is ordered as a monthly report or data file to be sent to an Information Exchange 
mailbox. In addition, you will incur applicable Information Exchange receive-side charges for receiving 
the report or data file from the mailbox. 

 
1.1.11 International Messages 

Information Exchange provides the ability to send messages to selected international 
destinations through the interconnection of the networks of IBM affiliates and other service 
providers.  When a user sends a message to a destination outside the United States, the user 
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will incur the appropriate Information Exchange send charges.  When a user receives a 
message from a destination outside the United States, the user will incur the appropriate 
Information Exchange receive charges. 

 
1.1.12 TCP/IP FTP Gateway for the Internet 

The TCP/IP FTP gateway for the Internet allows for the use of Information Exchange by the users of File 
Transfer Protocol (FTP) including users of an Internet connection from an Internet service provider, as 
well as users of Internetworking and Multiprotocol Solutions and IP remote access, TCP/IP 
communications feature.  The gateway enables Information Exchange to look like an FTP server (or 
authorized application).  The gateway supports the exchange of both Electronic Data Interchange (EDI) 
and free-form data for appropriately registered and authorized users.  Using standard FTP commands, 
users are able to start or stop a session with Information Exchange and send or receive messages.  
The gateway supports EDIFACT, UNTDI, X12 and UCS EDI transmissions.  In addition, the gateway 
supports the use of the Information Exchange libraries feature.  Upon accessing the gateway, users 
must log on to Information Exchange using their registered account ID, user ID and password.  All 
charges for use of Information Exchange apply, except for Information Exchange dial charges, in 
addition to charges for the use of the other Services. 

 
1.1.13 Batch Data Interface 
Batch Data Interface (BDI) provides an ability to use Information Exchange from remote-entry 
workstations.  BDI may also be used from IBM Capacity Services such as the MVS/ESA server and the 
VM/ESA server.  Users will incur Information Exchange message charges and Information Exchange 
character or interconnect character charges for messages sent or received using BDI in addition to any 
applicable Capacity Services charges. 

 
1.1.14 Information Exchange Administrative Services (IE/SERV) 

IE/SERV provides an interactive capability for you to administer and control the use of 
Information Exchange within your activity account and to send and view messages.  IE/SERV 
can be accessed from remote access and leased line connections.  Remote access is 
described in the Managed Data Network Services Service Description and Schedule of 
Charges.  Remote access to IE/SERV does not incur Information Exchange Dial Access 
charges. 
 
IE/SERV allows you to view the text of inbound messages, outbound messages, archived 
messages, and library members.  When you view message text, a message charge and a 
character charge are incurred.  The Information Exchange Character charge is based upon the 
number of characters viewed. 
 
IE/SERV provides an audit trail of information about messages and the status of messages that 
have been sent by or sent to a user.  Each time you look at audit records, you incur Information 
Exchange charges.  You are charged a message charge for each unique request, plus an 
Information Exchange Character charge for the number of characters of information viewed. 

 
1.1.15 Information Exchange Administrative Services (IEAS) for the Web 

IEAS for the Web provides the IE/SERV interactive capability for you to administer and control 
the use of Information Exchange within your activity account and to view messages. Users of 
IEAS for the Web must have Internet access or TCP/IP protocol access using Managed Data 
Network Services, both of which can be obtained from IBM for an additional charge. In addition 
each subscriber must have an appropriate Web browser. 
 
IEAS for the Web provides firewall facilities which provide security filtering between the Internet 
and IEAS for the Web and between IEAS for the Web and Information Exchange.  In addition, 
IEAS for the Web supports the use of Secure Sockets Layer (SSL) and an appropriate Web 



 

 Page 281 07/28/08 
H:\Public\Gross\Contract Template v6.doc  11:34 AM 
  DRAFT 

browser.  For additional authorized user security, customers may obtain a public key certificate 
from an appropriate Certificate Authority.    
 
Using IEAS for the Web, you can view the text of inbound messages, outbound messages and 
archived messages.  When you view message text, a message charge and a character charge 
are incurred.  The Information Exchange character charge is based upon the number of 
characters viewed. 

 
1.1.16 Cluster Mailbox 

The cluster mailbox feature of Information Exchange provides the ability to define a set of mailboxes which 
appear as one logical mailbox to your trading partners.  The user of a cluster mailbox is known to other 
users by a cluster parent user ID.  The user ID of the cluster parent is limited to 5 characters.  A cluster 
parent can have 2 to 99 cluster child mailboxes associated with that cluster parent user ID.  The cluster 
child user IDs will be created from the cluster parent user ID by assigning a two digit sequence number 
suffix to the cluster parent user ID.  This feature allows the user to send and receive data through 
multiple mailboxes with a single generic user ID. 

 
1.1.17 SMTP gateway to Information Exchange 

The SMTP gateway to Information Exchange provides the ability for Information Exchange 
users to reach trading partners who use Internet mail for communications. In addition to 
supporting plain text messages, the SMTP gateway will allow Information Exchange users to 
send and receive EDI and binary files using MIME formatted data. Multipart SMTP messages 
will be accepted, and each binary or EDI part will be sent to Information Exchange as a single 
message. Remaining text parts will be combined into a single Information Exchange message. 
SMTP messages sent from Information Exchange will always consist of a single part. 
 
Each Information Exchange user is assigned an SMTP address based on the account ID, user 
ID, and local Information Exchange system, in the format of user.acct@domain. The Information 
Exchange systems have domain names of iexxx.ihost.com, where the xxx is replaced by the 
three character Information Exchange system ID. SMTP Internet trading partners are 
automatically assigned an Information Exchange address in the format SMTP/Unnnnnnn when 
they send to an Information Exchange user, or Information Exchange users can define Internet 
trading partners using Information Exchange Administration Services. 
 
The Information Exchange user will incur Information Exchange send charges (a message 
charge, a character charge, and any applicable Information Exchange dial services charges) for 
each message sent to an SMTP user. The Information Exchange user will incur Information 
Exchange receive charges (a message charge, a character charge, and any applicable 
Information Exchange dial services charges) for each message received from an SMTP user. 

 
1.2 Information Exchange (Global Customers) 

We provide Information Exchange under the following terms for global customers, those customers who 
have an enterprise connection to the IBM network in two or more countries and who have executed the 
appropriate international services agreement. 
 
Information Exchange provides mailbox and associated facilities for storing and retrieving messages 
containing unformatted or formatted data, including Electronic Data Interchange (EDI) formats.  
Information Exchange users can send messages to and receive messages from other Information 
Exchange users, users of mail exchange, users of IBM MQSeries Services, users of X.400 Services, 
and users on other networks that are interconnected through EDI VAN Interconnect.  Information 
Exchange Users can also send messages and receive messages from other components of IBM 
Interchange Services, such as Web data transfer or forms exchange.  The access to Information 
Exchange through SNA remote access is described in this Service Description and its associated 
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Schedule of Charges.  Other remote access and leased line access is described in the Managed Data 
Network Services Service Description and Schedule of Charges. 
 

1.2.1 Sending and Receiving a Single Message 
Information Exchange Message Delivery charges are specified as the total charge for sending a 
message from an Information Exchange user to a single trading partner. Information Exchange 
splits this charge into two domains: 
 
1. half for sending the message to an Information Exchange mailbox 
2. half for receiving the message from the Information Exchange mailbox. 
 
If the trading partner is another domestic Information Exchange user or a user of IBM MQSeries 
Services, you have the ability to specify on a user by user basis whether you will pay the send 
side, receive side, or both in exchanging messages. 
 
Before message exchange can take place, both parties must agree on the payment relationship.  
When messages are exchanged with another component of IBM Interchange  services, such as 
Web data transfer or forms exchange, the Information Exchange sender must pay send charges 
and the Information Exchange receiver must pay receive charges. 
 
If the message is sent to a trading partner on mail exchange or X.400 Services, then the 
Information Exchange user must pay the total Message Delivery charge.  There are no 
Information Exchange charges for receiving messages sent from X.400 Services or from mail 
exchange. 
 
The Information Exchange Message Delivery charge is based upon the number of  characters in 
the message.  Information Exchange message headers are not included in the character count.  
The exact number of characters in the message is divided by 1000 and multiplied by the rate 
per thousand characters.  The result is rounded up to the next cent. 
 
The maximum Information Exchange message size is 280,000,000 characters.  Files sent to 
trading partners using IBM MQSeries Services must not exceed 100,000,000 characters.  
 
Information Exchange charges that are based on prime time and non-prime time rates are 
determined by the time stamp in the sent or received Information Exchange message.  Non-
prime time charges apply between 8 p.m. and 8 a.m. Eastern time, Monday through Friday, on 
weekends, and on IBM specified national holidays. 
 
We charge for all messages sent to a mailbox, regardless of whether or not they are received by 
the addressee.  There are no Information Exchange charges for requesting messages when the 
mailbox is empty or for retransmitting messages during restart or recovery of Information 
Exchange sessions. 

 
1.2.2 Information Exchange Dial Services 

When you use SNA remote access to send or receive a message, Information Exchange Dial 
Services charges are incurred; otherwise you will be charged remote access connect time 
charges and associated surcharges as specified in the Managed Data Network Services 
Service Description and Schedule of Charges. 
 
We will provide you with phone numbers upon request. 
 
Selected SNA remote access protocols may, at IBM's sole discretion, be provided through 
legacy, previously supported, gateways and phone numbers.  Users of legacy gateways and/or 
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legacy phone numbers will incur the Information Exchange local dial access character charge 
and the legacy gateway dial access character surcharge.  IBM will provide a list of such legacy 
gateways and phone numbers and planned effective dates upon request. 

 
1.2.3 Traveling User Support 

Traveling User Support allows users to access Information Exchange while traveling abroad to 
selected countries where IBM has a relationship established with an IBM affiliate or other 
service providers.  Traveling User Support is intended to allow users to access Information 
Exchange on an occasional basis when traveling abroad.  Customers needing access from an 
international location for an extended period (for example, longer than a month) or for more than 
three total months in a year must obtain an additional account ID and user ID from the local IBM 
affiliate or other service provider. 
 
A pass through surcharge will be incurred for all traveling-user access to Information Exchange.  
Traveling users who access Information Exchange through a remote access connection will not 
be charged the standard Information Exchange dial character charge.  Other standard charges 
for use of Information Exchange will apply. 

 
1.2.4 Event Notification 

Information Exchange provides the ability for you to define message arrival events, scheduled events and user 
initiated events.  Event notifications will be generated based on the event definitions and the event 
profile of the intended receiver of the event notification.  You set up event profiles and define events 
using Information Exchange Administration Services.  An event profile defines the characteristics of a 
dial-out or call-out user to Information Exchange.  Users attached via an asynchronous dial connection 
to Information Exchange will receive a dial-out notification.  TCP/IP Internetworking and Multiprotocol 
Solutions and SNA LU 6.2 protocol leased line connected users will receive a call-out notification.  You 
are charged a dial-out or call-out execute charge for each event notification processed by Information 
Exchange on your behalf, even if a notification could not be completed due to a problem at your system 
or workstation.  For example, remote access users will be charged if the dial-out notification cannot be 
completed with the requested number of retries due to a busy, ring-no-answer, or invalid number.  For 
message arrival events, you are not charged if the message which met the notification criteria is 
received from the mailbox before Information Exchange can process the notification. 

 
1.2.5 Archiving 

A message archive facility is available which allows users to store messages from 1 to 365 
days.  The archive storage charge is computed by multiplying the number of characters in each 
message by the number of days the message is archived.  The product is divided by 1000 and 
multiplied by the rate per thousand characters.  The result is rounded up to the next cent.  The 
archive storage charge is invoiced to the owner of the archived data. 
 
Users may receive messages from the archive into their mailbox.  The user receiving the 
message from the mailbox will incur an Information Exchange charge based upon one-half the 
message delivery rate and the number of characters received. 
 

1.2.6 Libraries 
Users may store data in a non-searchable or searchable Information Exchange library.  A 
storage charge is applied in 1,000 character minimum increments based upon the maximum 
amount of storage used per day.  The result is rounded up to the next cent.  This is in addition 
to the appropriate Information Exchange send charge for sending the data to the library. The 
send charges is based upon one-half the message delivery rate and the number of characters 
sent. 
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IBM owns the Information Exchange libraries named CUSTBULS and EXPEDITE Library 
CUSTBULS contains information on the Information Exchange Service and the Expedite 
licensed programs such as IBM Customer Bulletins and Technical Bulletins.  Library EXPEDITE 
contains Expedite licensed programs and their manuals.  There are no Information Exchange 
charges for viewing or receiving information from the IBM CUSTBULS and EXPEDITE libraries. 
 
Users may view or retrieve data from Information Exchange Libraries.  When you view or 
receive data from an Information Exchange Library, except CUSTBULS and EXPEDITE, a 
character charge is incurred, based upon the number of characters viewed or received and one-
half the message delivery rate. 
 
The party responsible for an Information Exchange Library may choose to pay these charges for 
all users viewing through IE/SERV or receiving data from that library.  The party responsible 
indicates this option when defining the library using Information Exchange Administration 
Services. 

 
1.2.7 Carbon Copy 

The carbon copy feature provides for an electronic copy of a designated message to be 
delivered to one or more recipients, in addition to the original message destination.  Either the 
sender or receiver may specify that a message is to be copied or redirected to an alternate 
mailbox.  Carbon copy and redirected message relationships are set up under Information 
Exchange Administrative Services. 
 
Each electronic carbon copy message sent to each recipient will incur an Information Exchange 
carbon copy charge and Information Exchange receive side charge (half the Information 
Exchange message delivery charge).  These charges are in addition to the charges incurred for 
sending and receiving the original message.  A redirected message will incur the Information 
Exchange carbon copy charge in addition to the Information Exchange send side charge and 
receive side charge. 
 
The Information Exchange carbon copy charge is incurred at the time the electronic copy or 
redirected message is created, regardless of whether or not the carbon copy or redirected 
message is ever successfully delivered . 
 
The carbon copy charge and Information Exchange message receive side charges incurred as 
a result of a redirected message or carbon copy request may be paid by the requester, the copy 
partner, or the recipient of the carbon copy or redirected message, per the carbon copy and 
redirected message relationships, as allowed and set up under Information Exchange 
Administrative Services.  The requester must pay the carbon copy charge when electronic 
copies or redirected messages are sent to other than the originating Information Exchange 
system and the copy partner is on other than the originating Information Exchange system.  The 
requester must pay the Information Exchange message receive side charges for electronic 
copies sent to non Information Exchange recipients (except for X.400 Services, SMTP gateway 
recipients, and Internet data and document exchange recipients) and all charges incurred for 
undeliverable items.  Recipients on an Information Exchange system other than the originating 
Information Exchange system must pay the receive side charges in a carbon copy or redirected 
message relationship. 

 
1.2.8 EDI Dial Out 

The EDI Dial Out feature allows the transfer of ANSI 12 or Uniform Code Council (UCS) 
formatted documents via bisynchronous communications.  It supports the 4010 EDI Standard 
including tilde segment terminator. To send data to trading partners requesting dial out, the 
Information Exchange user will send the data to a mailbox designated as system ID “DBS”, 
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account ID “DSRV”, and user ID “OUTBOUND”.  IBM Interchange Services will then dial out to 
the trading partner and deliver the data.  To receive data from those trading partners, the 
Information Exchange user will issue a receive from a mailbox designated as system ID “DBS” 
account ID “DSRV”, and user ID of “INBOUND”. The user IDs should be added to the 
Information Exchange trading partner definitions with payments specifications of sender pays 
send charges and receiver pays receive charges. 
 
Information Exchange dial out message delivery charges instead of Information Exchange 
message delivery charges will be incurred for each transmission sent to or received from trading 
partners using bisynchronous dial out. In addition, Information Exchange dial out surcharges will 
be incurred. 
 

1.2.9 Trading Partner Summary Report 
An Information Exchange trading partner summary report is available for customers to receive as an 

attachment to their invoice, or as a report or data file delivered to an Information Exchange mailbox. 
The report summarizes charges by trading partner, including the number of messages and total number 
of characters sent to or received from the trading partner. You will be charged a monthly recurring 
charge of $25 if the report is ordered as an invoice attachment.  You will be charged a one-time charge 
of $25 if the report is ordered as a monthly report or data file to be sent to an Information Exchange 
mailbox. In addition, you will incur applicable Information Exchange receive-side charges for receiving 
the report or data file from the mailbox 

 
1.2.10 Distribution Lists 

Information Exchange provides the ability to send a message to a list of users.  When you send 
a message to a list of users, we calculate a proportional send side charge for each receiver on 
the list and round the charge up to the next cent.  In this instance the total send side charges 
may exceed 
the published rates due to rounding during the calculation of charges.  We also charge a receive 
side charge for each recipient on the list. 

 
1.2.11 Cluster Mailbox 

The cluster mailbox feature of Information Exchange provides the ability to define a set of mailboxes which 
appear as one logical mailbox to your trading partners.  The user of a cluster mailbox is known to other 
users by a cluster parent user ID.  The user ID of the cluster parent is limited to 5 characters.  A cluster 
parent can have 2 to 99 cluster child mailboxes associated with that cluster parent user ID.  The cluster 
child user IDs will be created from the cluster parent user ID by assigning a two digit sequence number 
suffix to the cluster parent user ID.  This feature allows the user to send and receive data through 
multiple mailboxes with a single generic user ID. 

 
1.2.12 International Messages 

Information Exchange provides the ability to send messages to selected international destinations through the 
interconnection of the networks of IBM affiliates and other service providers.  When a user sends a 
message to a destination outside the United States and when a user receives a message from a 
destination outside the United States, the user will incur one-half the Information Exchange Message 
Delivery charge. 

 
1.2.13 EDI VAN Interconnect 

Customers may exchange EDI data with users on other networks that are interconnected with the IBM Global 
Network through EDI VAN Interconnect.  For each message a user sends to EDI VAN Interconnect and 
for each message a user receives from EDI VAN Interconnect, the user will incur one-half of the 
Information Exchange Message Delivery charge.  Availability of an EDI VAN Interconnect to a particular 
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network is dependent upon the owner of that network, not IBM.  Interconnections are subject to change 
without prior notice. 

 
1.2.14 TCP/IP FTP Gateway for the Internet 

The TCP/IP FTP gateway for the Internet allows for the use of Information Exchange by the users of File 
Transfer Protocol (FTP) including users of an Internet connection from an Internet service provider, as 
well as users of Internetworking and Multiprotocol Solutions and IP remote access, TCP/IP 
communications feature.  The gateway enables Information Exchange to look like an FTP server (or 
authorized application).  The gateway supports the exchange of both Electronic Data Interchange (EDI) 
and free-form data for appropriately registered and authorized users.  Using standard FTP commands, 
users are able to start or stop a session with Information Exchange and send or receive messages.  
The gateway supports EDIFACT, UNTDI, X12 and UCS EDI transmissions.  In addition, the gateway 
supports the use of the Information Exchange libraries feature.  Upon accessing the gateway, users 
must log on to Information Exchange using their registered account ID, user ID and password.  All 
charges for use of Information Exchange apply, except for Information Exchange dial charges, in 
addition to charges for the use of the other Services. 

 
1.2.15 Batch Data Interface 
Batch Data Interface (BDI) provides an ability to use Information Exchange from remote-entry 
workstations.  BDI may also be used from the IBM Capacity Services such as the MVS/ESA server and 
the VM/ESA server.  Users will incur Information Exchange message delivery charges for messages sent 
or received using BDI, in addition to any applicable Capacity Services charges. 

 
1.2.16 Information Exchange Administrative Services (IE/SERV) 

IE/SERV provides an interactive capability for you to administer and control the use of 
Information Exchange within your activity account and to send and view messages.  IE/SERV 
can be accessed from remote access and leased line connections.  Remote access is 
described in the Managed Data Network Services Service Description and Schedule of 
Charges. 
 
IE/SERV allows you to view the text of inbound messages, outbound messages, archived 
messages, and library data.  IE/SERV also provides an audit trail of information about 
messages and the status of messages that have been sent by or sent to a user, When you view 
message text or look at audit trails, you incur one-half the Message Delivery charge for the 
number of characters viewed. 

 
1.2.17 Information Exchange Administrative Services (IEAS) for the Web 

IEAS for the Web provides the IE/SERV interactive capability for you to administer and control 
the use of Information Exchange within your activity account and to view messages. Users of 
IEAS for the Web must have Internet access or TCP/IP protocol access using Managed Data 
Network Services, both of which can be obtained from IBM for an additional charge. In addition 
each subscriber must have an appropriate Web browser. 
 
IEAS for the Web provides firewall facilities which provide security filtering between the Internet 
and IEAS for the Web and between IEAS for the Web and Information Exchange.  In addition, 
IEAS for the Web supports the use of Secure Sockets Layer (SSL) and an appropriate Web 
browser.  For additional authorized user security, customers may obtain a public key certificate 
from an appropriate Certificate Authority.    
 
Using IEAS for the Web, you can view the text of inbound messages, outbound messages and 
archived messages.  When you view message text, you incur one-half the Message Delivery 
charge for the number of characters viewed. 
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1.2.18 Receiving Data 
Information Exchange provides you the capability to receive other data, such as alias tables, distribution lists, 

audit trails, and session traces.  When you receive data from Information Exchange, you incur a charge 
which is based upon the number of characters received and one-half the message delivery rate. 

 
1.2.19 SMTP gateway to Information Exchange 

The SMTP gateway to Information Exchange provides the ability for Information Exchange 
users to reach trading partners who use Internet mail for communications. In addition to 
supporting plain text messages, the SMTP gateway will allow Information Exchange users to 
send and receive EDI and binary files using MIME formatted data. Multipart SMTP messages 
will be accepted, and each binary or EDI part will be sent to Information Exchange as a single 
message. Remaining text parts will be combined into a single Information Exchange message. 
SMTP messages sent from Information Exchange will always consist of a single part. 
 
Each Information Exchange user is assigned an SMTP address based on the account ID, user 
ID, and local Information Exchange system, in the format of user.acct@domain. The Information 
Exchange systems have domain names of iexxx.ihost.com, where the xxx is replaced by the 
three character Information Exchange system ID. SMTP Internet trading partners are 
automatically assigned an Information Exchange address in the format SMTP/Unnnnnnn when 
they send to an Information Exchange user, or Information Exchange users can define Internet 
trading partners using Information Exchange Administration Services. 
 
The Information Exchange user will incur an Information Exchange send charge (half the 
Information Exchange message delivery charge) and Information Exchange dial services 
charges (if applicable) for each message sent to an SMTP user. The Information Exchange user 
will incur an Information Exchange receive charge (half the Information Exchange message 
delivery charge) and Information Exchange dial services charges (if applicable) for each 
message received from an SMTP user. The Information Exchange message delivery charge for 
use of the SMTP gateway will be included in the category IE-IE Message Delivery on the user’s 
invoice. 

 
1.3 Information Exchange EDI Feature (withdrawn from marketing) 

The Information Exchange EDI Feature provides mailbox and associated facilities for storing 
and retrieving small messages containing unformatted data or formatted EDI data.  The facilities 
and charges associated with Information Exchange are applicable to the user of Information 
Exchange EDI Feature except for the following: 
 
• There is no message charge 
• There is no difference in prime and non-prime time charges 
• The character and interconnect character charges are different 
• There is no SNA remote access charge 
• There is an "800" number access charge and a secondary node access charge 
• There is no EDI Dial Out capability 

 
The Information Exchange EDI Feature is mutually exclusive with Information Exchange on an 
activity account level. 

 
1.4 Web data transfer 

The Web data transfer component of IBM Interchange Services enables subscribers of the Web data 
transfer component to exchange files with users of the Information Exchange component of IBM 
Interchange Services.  Subscribers of the Web data transfer component must have Internet access or 
TCP/IP protocol access using Managed Data Network Services, both of which can be obtained from 
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IBM for an additional charge. In addition each subscriber must have an appropriate Web browser.  EDI 
or non-EDI files may be exchanged.  Subscribers of the Web data transfer component may not 
exchange files with other subscribers of the Web data transfer component. 
 
Subscribers upload and download files to the Web data transfer component using the Web browser file 
transfer features.  Subscribers are responsible for maintaining their account, user ID and password.  
Passwords must be changed at regular intervals and user IDs are revoked after a set number of invalid 
access attempts.  You are responsible for the evaluation, selection and use of all security facilities or 
security procedures. 
 
Orders are individually scheduled and subject to equipment availability. 
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1.4.1 Charges 
Web data transfer subscribers are invoiced a one-time registration charge, and a monthly 
subscription charge.  Each subscriber is allocated 10,000,000 bytes of disk storage for files.  
Subject to system and technology constraints, additional disk storage may be obtained in 
increments of 1,000,000 bytes, for an additional monthly charge.  Individual documents can be 
no larger than 10,000,000 characters.  File management of the subscriber disk storage is a 
subscriber responsibility.  Web data transfer file delivery charges are applied to each file sent 
from or received by the Web data transfer component and will be invoiced to the Web data 
transfer subscriber.  Information Exchange send and/or receive charges are invoiced to the 
Information Exchange user. 
 
The Web data transfer file delivery charge is based upon the number of characters in the file.  
The exact number of characters in the file is divided by 1000 and multiplied by the rate per 
thousand characters.  The result is rounded up to the next cent.  A minimum file delivery charge 
for 1,000 characters per file will be incurred.  We charge for all files sent, regardless of whether 
or not they are received by the addressee. 
 
Web data transfer subscribers are initially setup with an open mailbox option allowing them to 
send files to or receive files from any Information Exchange user who has an open mailbox 
option or has specifically authorized such exchange.  Web data transfer subscribers may restrict 
data transfer to specific Information Exchange trading partners by requesting IBM to establish 
specific subscriber mailbox trading partner registrations.  From one to five specific trading 
partners registrations may be requested at a time for a single one-time charge. 
 
Each file sent to, sent from, or received by a Web data transfer subscriber is retained in the 
subscriber's storage until deleted by the subscriber.  Web data transfer subscribers are 
responsible for managing their storage, and deleting files that are no longer needed.  If a 
subscriber deletes a file but subsequently determines that a copy of the file is needed, the 
subscriber can request us to retrieve the file from the system archive.  Files that the Web data 
transfer subscriber sends to Information Exchange trading partners can also be retrieved from 
the system archive and sent back to the subscriber as an incoming file.  Files are archived for 
ninety days from the time sent.  Files retrieved from archive will be placed into the subscriber's 
storage area.  The user subscriber will be charged a fee for each day's worth of data that is 
retrieved. 
 

1.4.2 Credit Card Payment 
IBM may, at its option, elect to accept a subscriber’s credit card for payment of a subscriber’s Web data 

transfer and/or forms exchange charges, provided the subscriber is not obtaining any other related 
services from IBM.  If IBM accepts such form of payment, all subscriber incurred charges for Web data 
transfer and/or forms exchange will be debited to the credit card number that the subscriber provides to 
IBM. Should a subscriber credit card number expire or should IBM otherwise be unable to debit valid 
charges to a subscriber credit card number, IBM may immediately and without notice withdraw the 
subscriber’s access to Web data transfer and forms exchange.  IBM may take commercially reasonable 
actions to validate a subscriber’s credit card. 

 
1.5  Forms exchange 

The forms exchange component of IBM Interchange Services provides subscribers access to 
and use of selected forms such as purchase orders, invoices, and customized forms that are 
available under this component.  The forms exchange subscriber completes one of the available 
forms which is then translated into an XML or EDI message and sent to the Information 
Exchange mailbox designated by the subscriber.  An XML or EDI message, sent from 
Information Exchange, can be translated back into a form, and routed to the forms exchange 
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subscriber for viewing or printing.  Subscribers who utilize QuickBooks by Intuit or Peachtree 
Software’s accounting packages may also import and export forms down to these software 
packages. Subscribers who wish to be notified when they have new messages may set the 
component to notify them via e-mail when new mail is received in their mailbox.  
 
Forms management is a subscriber responsibility.  Forms are archived in the same manner as files.  In 
addition, a form sent by a subscriber can be retrieved from archive, however, it can only be resent to 
the trading partner. 

 
1.5.1 Charges 

Forms exchange subscribers can choose an annual, monthly, or pay-per-document subscription 
plan.  Subscribers choosing the annual plan will be invoiced a subscription fee once a year.  
Service will be effective for one calendar year, from sign up date to anniversary date.  Annual 
plan subscribers will not receive a credit if they discontinue the forms exchange component 
early.  Subscribers choosing the monthly plan will be invoiced a subscription fee each month.  
Monthly fees are not prorated for accounts activated or discontinued in mid-month.  The annual 
and monthly plans include 15 forms sent or received per month.  Additional forms sent or 
received above the 15 per month will incur a document fee per form.  Under the pay-per-
document plan, there is a monthly subscription fee and each form sent or received will incur a 
document fee. 
 
All forms exchange users, regardless of which plan they choose, will be invoiced a one-time 
registration fee.  Subscribers will have access to a set of standard purchase order and invoice 
forms.  IBM Interchange Services customers, industry groups, and other common interest 
groups can contract with IBM to have forms customized and/or mapped to an EDI format under 
a separate statement of work for an additional fee.  Each subscriber will incur a one-time fee for 
each custom form to which they request access. 
 

A transaction activity report is available for an additional charge per report.  This report can be run once per 
month or upon request.  The report is delivered as in incoming file to the subscriber. 

 
In the event that a subscriber subscribes to both Web data transfer and forms exchange, which 
run in the same environment, then the subscriber will incur only one registration charge and one 
monthly subscription charge.  The monthly subscription charge incurred will be the subscription 
charge as described under forms exchange. 
 
Forms exchange runs in the same environment as Web data transfer.  Forms exchange users 
have all the facilities of Web data transfer, including disk storage, archive and security facilities, 
available to them and will incur appropriate charges for such facilities including charges for files 
sent to or received from trading partners. 

 
1.5.2 Credit Card Payment 

IBM may, at it’s option, elect to accept a subscriber’s credit card for payment of a subscriber’s Web data 
transfer and/or forms exchange charges, provided the subscriber is not obtaining any other related 
services from IBM.  If IBM accepts such form of payment, all subscriber incurred charges for Web data 
transfer and/or forms exchange will be debited to the credit card number that the subscriber provides to 
IBM. Should a subscriber credit card number expire or should IBM otherwise be unable to debit valid 
charges to a subscriber credit card number, IBM may immediately and without notice withdraw the 
subscriber’s access to Web data transfer and forms exchange.  IBM may take commercially reasonable 
actions to validate a subscriber’s credit card. 

 
1.6 In-network translation 
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The in-network translation enables data translation for designated messages sent between Information 
Exchange users, and users on other networks that are interconnected through the IBM EDI VAN 
Interconnect, according to specified translation mappings.  Users may select a usage based option or 
one of four monthly subscription plans.  
 
Translation mappings must meet IBM specifications.  We will set up translation mappings under a 
separate statement of work for an additional fee.   
 
Under the monthly subscription plans, the first set of trading partner relationships will be registered at 
no additional charge.  Customers subscribing to in-network translation subscription plan 1 may receive 
up to sixty credit hours to be applied to translation mapping fees.  Customers subscribing to in-network 
translation monthly subscription plan 2 may receive up to eighty credit hours to be applied to translation 
mapping fees.  Customers subscribing to in-network translation subscription plan 3 may receive up to 
one hundred credit hours to be applied to translation mapping fees.  Customers subscribing to in-
network translation subscription plan 4 may receive up to one hundred and forty credit hours to be 
applied to translation mapping fees. Any and all credit hours may only be applied to translation 
mappings, at the current prevailing rate, and only as defined under the terms and conditions of the IBM 
statement of work. 
 
After the trading partner relationship has been defined, the Information Exchange user sends a 
message to a designated Information Exchange mailbox, which performs the specified EDI translation 
and routes the translated message to the trading partner’s Information Exchange mailbox or through 
the EDI VAN Interconnect if the trading partner is on another supported interconnected VAN.   

 
1.6.1 Charges 

Trading partners will incur applicable Information Exchange charges for sending and receiving 
messages including those sent and received from EDI VAN Interconnect. In-network translation 
subscribers can choose a usage price plan or a monthly subscription plan. 

 
1.6.1.1 Usage Price Plan 

Usage subscribers to in-network translation will incur the in-network translation 
charge for each message translated.  There is an in-network translation charge 
based on the number of characters translated.  The number of characters translated 
is divided by 1,000 and multiplied by the rate.   A minimum charge for 1,000 
characters translated per message is charged. 

 
1.6.1.2 Monthly Subscription Plans 

Monthly subscribers will be invoiced a monthly subscription fee.  The monthly fee 
provides for a specified total number of characters translated during the month.  
Additional characters translated during the month above the specified total number 
of characters will incur charges based upon the monthly subscription plan selected, 
and upon the number of additional characters translated.  The number of additional 
characters sent or received is divided by 1,000 and multiplied by the rate. A minimum 
charge for 1,000 characters translated per message will be incurred. Monthly 
subscription fees are not proratable.  

 
1.6.1.3 EDI VAN Interconnect  

Users of in-network translation incur an Information Exchange Interconnect charge 
for messages sent to or received from EDI VAN Interconnect.  The Information 
Exchange Interconnect charge is based upon the number of characters in the 
message.  Information Exchange message headers are not included in the character 
count.  The number of characters in the message is rounded up to the next 0.1 
thousand characters and then multiplied by the rate per thousand characters.  The 
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result is rounded up to the next cent.  Availability of an EDI VAN Interconnect to a 
particular network is dependent upon the owner of that network, not IBM.  
Interconnections are subject to change without prior notice. 

 
1.6.1.4 Other facilities 

We will register a set of trading partner relationships for a one-time charge.  Each set 
will include from one to five trading partner relationships.  Changes to these 
registrations will be considered a new registration. 
 
A transaction activity report is available for an additional charge per report.  This 
report can be run once per month or upon request.  The report is delivered as in 
incoming file to the subscriber. 

 
1.7  Internet data and document exchange  

The Internet data and document exchange component of IBM Interchange Services uses open 
standards to provide a bridge between legacy environments and new Internet-based environments. 
Internet data and document exchange provides an Internet entryway to the IBM portfolio of Interchange 
offerings including Information Exchange and access to the EDI VAN Interconnects. 
 
Subscribers of Internet data and document exchange must have access to the Internet  and use 
either HTTP or SMTP transfer protocols.  The Internet data and document exchange commerce 
engine exchanges files between trading partners in near real-time, operating on a store-and-
forward basis.  Security is provided through Secure Socket Layers (SSL) and/or Secure Multi-
Purpose Internet Mail Extensions (S/MIME).  EDI, XML, and proprietary file formats may be 
exchanged using this service component.  Subscribers are responsible for the evaluation, 
selection and use of all transport protocols, security facilities, and/or security procedures. 
 
Internet  data and document exchange customers can use a variety of clients that will work with the 
service.  Supported clients include Cyclone Interchange, S/MIME enabled SMTP email clients and 
EDIINT AS1 and AS2 compatible clients.  
 
The maximum Internet data and document exchange message size is 75 megabytes when utilizing the 
HTTP transport option and 5 megabytes when utilizing the SMTP transport option. 
 
Subscribers are responsible for ensuring that their trading profile information and the trading profile 
information of their partners is correct.  

 
1.7.1 Exchange with IBM Information Exchange 

IBM Internet data and document exchange subscribers that are appropriately registered may 
exchange messages (send and receive) with users of the Information Exchange mailboxing 
component of IBM Interchange Services.  There is no additional charge to the standard IDDX 
plan charges for exchanging data through the Information Exchange system.  The Information 
Exchange user profile must be configured to split the message delivery charges between the 
sender and receiver.   

 
1.7.2 Exchange with IBM EDI VAN Interconnect 

IBM Internet data and document exchange subscribers that are appropriately registered may exchange EDI 
(ANSI X12 and EDIFACT) standards based messages with users on other interconnected VANs via 
IBM EDI VAN Interconnect.  There is no additional charge over and above the standard IDDX plan 
charges for exchanging data through the EDI VAN Interconnect system.  Availability of an EDI VAN 
Interconnect to a particular network is dependent upon the owner of that network, not IBM.   
Interconnections are subject to change without prior notice. 
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1.7.3 Document Backup and Reprocessing 

All transactions through the Internet data and document exchange are backed up as they are 
received by the service.  Transactions will be available for reprocessing for 7 days from the 
receipt by IBM.  Users may have a message reprocessed, or sent again to the destination, by 
calling IBM Customer Care.  There is no additional charge for reprocessing a transaction. 

 
1.7.4 Charges 

Internet data and document exchange is a low-cost alternative to traditional data and document 
exchange environments.  Subscribers choose a plan from a tiered subscription-based pricing 
model. Plans are available to meet the requirements of the small, occasional customer to the 
large enterprise moving significant volumes of data. 
 

Internet data and document exchange subscribers have a choice between Lite, Standard, Premium, or 
Platinum pricing plans.  All pricing plans contain a flat monthly charge which entitles the subscriber to a 
predetermined amount of usage measured in megabytes.  If the subscriber exceeds the level of usage 
for their plan, an overage charge is assessed on a per megabyte basis, prorated at the byte level. 
Monthly fees are prorated for accounts activated in mid-month, monthly fees are not prorated for 
accounts discontinued in mid-month, and a minimum 3 month term is required.  

 
Customers can purchase Cyclone Interchange Solo from IBM and use it as their client to the 
service.  Cyclone Interchange Solo is priced on a license basis with a minimum term of one year 
and is not prorated.  The license fee includes use of the software, maintenance, and support.  
The license for Cyclone Interchange Solo is a click-through agreement between the customer 
and Cyclone Commerce activated upon software installation.  Support for Cyclone Interchange 
Solo when used with Internet data and document exchange will be provided by IBM.  Cyclone 
Interchange Solo license renewals, when the original license was purchased through IBM, will 
be coordinated through IBM.  The Cyclone Interchange Solo license will be renewed and 
invoiced annually.   
 
To avoid the annual license charge, notification of termination of the Cyclone Interchange Solo 
license must be submitted to IBM a minimum of 90 days prior to the renewal date.  Customers 
who have opted to use Cyclone Interchange Solo who then cancel the Internet data and 
document exchange service will still maintain their license to use the Cyclone Interchange Solo 
software, however at that time all support and maintenance relationships will transition to 
Cyclone Commerce. 

 
1.7.5 Credit Card Payment Option 

IBM may, at its option, elect to accept a subscriber’s credit card for payment of a subscriber’s Internet data and 
document exchange charges, provided the subscriber is not obtaining any other related services from 
IBM.  If IBM accepts such form of payment, all subscriber incurred charges for Internet data and 
document exchange will be debited to the credit card number that the subscriber provides to IBM. 
Should a subscriber credit card number expire or should IBM otherwise be unable to debit valid 
charges to a subscriber credit card number, IBM may immediately and without notice withdraw the 
subscriber’s access to Internet data and document exchange.  IBM may take commercially reasonable 
actions to validate a subscriber’s credit card. 

 
2.0 IBM MQSeries Services 

IBM MQSeries Services is a managed service that allows users who have the appropriate 
MQSeries based applications  to exchange messages with other (authorized) users in a  
networking environment.  IBM MQSeries Services provides protocol conversion between 
dissimilar communication protocols.  
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2.1 Queue Manager Definition 

Each MQSeries server accessing IBM MQSeries Services  must be registered with queue 
manager definitions  in order to be able to exchange messages.  There is a non proratable one-
time charge for each queue manager definition. 

 
2.2 Sending and Receiving 

When a user sends a message to IBM MQSeries Services, the message is routed, using the 
appropriate IBM MQSeries Services queue manager definition, to the destination MQSeries queue 
manager or to a mailbox on Information Exchange.  In the event that the destination  is not available, 
the message is held until such time as the destination  is ready to receive the message or the message 
expires.  Users must be defined to the service, the default definition directs the message delivery 
charges to the sender of the message.  Options are available to allow splitting the message delivery 
charges equally (into a send side charge and a receive side charge) between sender and receiver or to 
allow the receiver to pay all charges for sending a file when sender and receiver are in different 
accounts.  In order to enable the different charging options, both sender and receiver must be 
appropriately registered, otherwise the file transfer request will be rejected.  
  
Remote access and leased line connectivity charges, as described in the applicable Service 
Descriptions  and  Schedules of Charges, are in addition to any IBM MQSeries Services charges. 

 
2.3 Distribution Facility 

IBM MQSeries Services provides the capability for a customer to send a single message for delivery to 
multiple recipients.  When a single message is sent to a list of MQSeries users,  a proportional send 
side charge is calculated for each receiver on the list and  the charge is rounded  up to the next cent.  
In this instance the total send side charges may exceed the published rates due to rounding during the 
calculation of charges.  If there are Information Exchange recipients specified in the distribution list, a 
full send charge is incurred for each Information Exchange recipient in the list instead of the 
proportional send charge.  A receive side charge for each recipient on the list is also charged. 
 
When an Information Exchange user sends a single message to multiple MQSeries users and the 
MQSeries users are responsible for paying the send side charges, each MQSeries user incurs a 
proportional send side charge based on the total number of MQSeries receivers. The charge is 
rounded up to the next cent.  In this instance the total send side charges may exceed the published 
rates due to rounding during the calculation of charges.  A receive side charge for each recipient on the 
list is also charged. 

 
2.4  Message Exchange with IBM Interchange Services 

IBM MQSeries Services users that are appropriately registered may exchange messages (send and 
receive) with users of the Information Exchange mailboxing component of IBM Interchange Services.  
The default definition directs the message delivery charges to the sender of the message.  Options are 
available to allow splitting the message delivery charges between the sender and receiver or to allow 
the receiver to pay all charges.  In order to enable the different charging options, both sender and 
receiver must be appropriately registered, otherwise the file transfer request will be rejected.  If the user 
of Information Exchange sends or receives a message using SNA remote access, that user will incur 
Information Exchange Dial Services charges, irrespective of what message delivery charging options 
have been selected. 
 
IBM MQSeries Services users that are appropriately registered may exchange messages (send and 
receive) with users of IBM Interchange Services and its Information Exchange mailboxing component 
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as described above.2   In the event that the Information Exchange user utilizes the IE dial out feature in 
message exchange with an IBM MQSeries Services user, the Information Exchange user will incur the 
appropriate IE dial out charges. 

 
2.5 Message Exchange with IBM EDI VAN Interconnect 

IBM MQSeries Services users that are appropriately registered may exchange messages (send 
and receive) with users of IBM EDI VAN Interconnect.  The IBM MQSeries Services user pays the 
IBM MQSeries Services send charge when sending a message and the IBM MQSeries Services 
receive charge when receiving a message. 
 
This Schedule of Charges applies to Services provided in the United States. 

1.0 IBM INTERCHANGE SERVICES 
 
Information Exchange (IE) 
 
1.1.1 Sending or Receiving a Message  Eligible  
 PER  Charges Charge 
IE Messages - prime time  Each Yes $0.37 
IE Messages - nonprime time  Each Yes $0.18 
IE Characters - prime time  Thousand Yes $0.089 
IE Characters - nonprime time  Thousand Yes $0.044 

 
 
1.1.2 EDI VAN Interconnect  Eligible  
 PER  Charges Charge 
IE Interconnect - prime time characters  Thousand Yes $0.178 
IE Interconnect - nonprime time characters Thousand Yes $0.088 

 
 
1.1.3 Information Exchange Dial Services  Eligible  
 PER  Charge Char
IE local dial access prime time characters Thousand Yes $0.03
IE local dial access nonprime time characters Thousand Yes $0.01
IE 800 number dial access prime time character surcharge Thousand No $0.03
IE 800 number dial access nonprime time character Thousand No $0.03
IE legacy gateway dial access prime time character Thousand No $0.03
IE legacy gateway dial access nonprime time character Thousand No $0.03
IE secondary node access prime time character surcharge Thousand No $0.09
IE secondary node access nonprime time character surcharge Thousand No $0.09

 
1.1.4 Traveling User Support  Eligible  

                                                      
2Expedite is a trademark of International Business Machines Corporation. 
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 PER  Charges Charge 
IE passthrough surcharge prime time characters Thousand Yes $0.039 
IE passthrough surcharge nonprime time Thousand Yes $0.039 

 
1.1.5 Event Notification  Eligible  
 PER  Charges Charge 
IE event notification, dialout  Each Yes $0.20 
IE event notification, callout  Each Yes $0.10 
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1.1.6 Archiving  Eligible  
 PER  Charges Charge 
IE archive storage 1 - 365 days, daily characters Thousand Yes $0.0054 

 
1.1.7 Libraries  Eligible  
 PER  Charges Charge 
IE non-searchable library storage, daily characters Thousand Yes $0.00175 
IE searchable library storage, daily characters Thousand Yes $0.00350 
IE searchable library index build, characters Thousand Yes $0.40000 

 
1.1.8 Carbon Copy  Eligible  
 PER  Charges Charge 
IE carbon copy  Each Yes $0.45 

 
1.1.9 EDI Dial Out  Eligible  
 PER  Charges Charge 
IE dial out characters - prime time  Thousand Yes $0.318 
IE dial out characters - nonprime time  Thousand Yes $0.229 

 
1.1.10 Trading Partner Summary Report  Eligible  
 PER  Charges Charge 
IE Trading Partner Summary Report  Each No $25.000 

 
 
1.2 Information Exchange (Global Customers) 
 
1.2.1 Sending and Receiving a Single Message  Eligible  
Message Delivery in 1,000 Character Increments PER  Charges Charge 
Up to 1,000 characters - prime time  Thousand Yes $0.50 
Up to 1,000 characters - nonprime time  Thousand Yes $0.24 
from 1,001 to 100,000 characters - prime time Thousand Yes $0.22 
from 1,001 to 100,000 characters - nonprime time Thousand Yes $0.12 
over 100,000 characters - prime time  Thousand Yes $0.18 
over 100,000 characters - nonprime time  Thousand Yes $0.09 

 
1.2.2 Information Exchange Dial Services  Eligible  
 PER  Charge Char
IE local dial access prime time characters Thousand Yes $0.03
IE local dial access nonprime time characters Thousand Yes $0.01
IE 800 number dial access prime time character surcharge Thousand No $0.03
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IE 800 number dial access nonprime time character Thousand No $0.03
IE legacy gateway dial access prime time character Thousand No $0.03
IE legacy gateway dial access nonprime time character Thousand No $0.03
IE secondary node access prime time character surcharge Thousand No $0.09
IE secondary node access nonprime time character surcharge Thousand No $0.09

 
1.2.3 Traveling User Support  Eligible  
 PER  Charges Charge 
IE passthrough surcharge prime time characters Thousand Yes $0.039 
IE passthrough surcharge nonprime time haracters Thousand Yes $0.039 

 
1.2.4 Event Notification  Eligible  
 PER  Charges Charge 
IE event notification, dialout  Each Yes $0.20 
IE event notification, callout  Each Yes $0.10 

 
1.2.5 Archiving  Eligible  
 PER  Charges Charge 
IE Archive storage, 1 - 365 days, daily characters Thousand Yes $0.0054 

 
1.2.6 Libraries  Eligible  
 PER  Charges Charge 
IE Library storage, daily characters  Thousand Yes $0.00175 

 
1.2.7 Carbon Copy  Eligible  
 PER  Charges Charge 
IE carbon copy  Each Yes $0.45 

 
1.2.8 EDI Dial Out 
 
1.2.8.1 EDI Dial Out   Eligible  
IE dial out message delivery PER  Charges Charge 
Up to 1,000 characters - prime time  Thousan Yes $0.500 
Up to 1,000 characters - nonprime time  Thousan Yes $0.240 
from 1,001 characters to 100,000 characters, prime time Thousan Yes $0.220 
from 1,001 characters to 100,000 characters, nonprime Thousan Yes $0.120 
over 100,000 characters - prime time  Thousan Yes $0.180 
over 100,000 characters - nonprime time  Thousan Yes $0.090 

 
1.2.8.2 EDI Dial Out surcharge  Eligible  
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 PER  Charges Charge 
IE dial out character surcharge - prime time Thousan Yes $0.140 
IE dial out character surcharge - nonprime time Thousan Yes $0.140 

 
1.2.9 Trading Partner Summary Report  Eligible  
 PER  Charges Charge 
IE Trading Partner Summary Report  Each Yes $25.000 

 
 
1.3  Information Exchange (IE) EDI Feature (withdrawn from marketing) 
 
1.3.1 Sending or Receiving a Message  Eligible  
 PER  Charges Charge 
IE EDI characters  Thousand Yes $0.18 

 
1.3.2 EDI VAN Interconnect  Eligible  
 PER  Charges Charge 
IE EDI Interconnect characters  Thousand Yes $0.18 

 
1.3.3 Information Exchange Dial Services  Eligible  
 PER  Charge Charge 
IE 800 number dial access character surcharge Thousand No $0.039 
IE legacy gateway dial access character surcharge Thousand No $0.039 
IE secondary node access character surcharge Thousand No $0.091 

 
1.3.4 Traveling User Support  Eligible  
 PER  Charges Charge 
IE passthrough surcharge characters  Thousand Yes $0.039 

 
1.3.5 Event Notification  Eligible  
 PER  Charges Charge 
IE event notification, dialout  Each Yes $0.20 
IE event notification, callout  Each Yes $0.10 

 
1.3.6 Archiving  Eligible  
 PER  Charges Charge 
IE archive storage 1 - 365 days, daily characters Thousand Yes $0.0054 

 
1.3.7 Libraries  Eligible  
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 PER  Charges Charge 
IE non-searchable library storage, daily characters Thousand Yes $0.00175 
IE searchable library storage, daily characters Thousand Yes $0.00350 
IE searchable library index build, characters Thousand Yes $0.40000 

 
1.3.8 Carbon Copy  Eligible  
 PER  Charges Charge 
IE carbon copy  Each Yes $0.45 

 
1.3.9 Trading Partner Summary Report  Eligible  
 PER  Charges Charge 
IE Trading Partner Summary Report  Each Yes $25.000 

 
1.4  Web data transfer 
 
�1.4.1 Web data transfer charges  Eligible  
 PER  Charges Charge 
Subscriber registration    Each No $99.00 
Subscription, monthly  Each No $9.95 
Additional million characters storage, monthly Each      No $1.75 
One day archive retrieval  Each      No $25.00 
Restrict trading partner set (1 to 5)  Each      No $50.00 
File delivery 0 to 1,000 characters  Thousand     Yes $0.18 
File delivery 1,001 to 100,000 characters  Thousand     Yes $0.09 
File delivery over 100,000 characters  Thousand     Yes $0.06 

 
1.5  Forms exchange 
1.5.1 Forms exchange charges  Eligible  
 PER  Charges Charge 
Subscriber registration    Each No $99.00 

Annual subscription, includes 15 documents/month Each No $400.00 
Additional Document send or receive  Each     Yes $2.00 

Monthly subscription, includes 15 Each No $39.95 
Additional Document send or receive  Each      Yes $2.00 

Pay Per document subscription, monthly  Each No $9.95 
Pay per document send or receive  Each     Yes $4.00 

Custom forms access  Each No $5.00 
Transaction activity report  Each No $25.00 
Additional one megabyte storage, monthly Each      No $1.75 
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One day archive retrieval  Each      No $25.00 
Restrict trading partner set (1 to 5)  Each      No $50.00 
File delivery 0 to 1,000 characters  Thousand     Yes $0.18 
File delivery 1,001 to 100,000 characters  Thousand     Yes $0.09 
File delivery over 100,000 characters  Thousand     Yes $0.06 



 

 Page 302 07/28/08 
H:\Public\Gross\Contract Template v6.doc  11:34 AM 
  DRAFT 

1.6  In-network translation 
 
1.6.1.1 In-network translation  Eligible  
Usage price plan PER  Charges Charge 
In-network translation in characters  Thousand      Yes $0.36 

 
 
1.6.1.2 In-network translation  Eligible  
Monthly subscription plans PER  Charges Charge 
Plan 1, up to 8 million characters per month Month       No $2,500.00 
Plan 1, additional character charge Thousand      No $0.31 
Plan 2, up to 17.3 million characters per month Month      No $5,000.00 
Plan 2, additional character charge Thousand      No $0.29 
Plan 3, up to 37 million characters per month Month      No $10,000.00 
Plan 3, additional character charge Thousand      No $0.27 
Plan 4, up to 85 million characters per month Month      No $20,000.00 
Plan 4, additional character charge Thousand      No $0.24 

 
1.6.1.3 In-network translation  Eligible  
EDI VAN Interconnect PER  Charges Charge 
Interconnect - prime time characters Thousand Yes $0.089 
Interconnect - nonprime time characters Thousand Yes $0.044 

 
1.6.1.4 In-network translation  Eligible  
Other facilities PER  Charges Charge 
Trading partner registration (1 to 5)  Each No $50.00 
Transaction activity report  Each No $25.00 

 
1.7 Internet data and document exchange   
 

1.7.1 Internet data and document exchange    Eligible  

Monthly subscription plans PER  Charges Charge 

Lite Subscription, monthly Each       No $50.00 

Standard Subscription, monthly Each       No $500.00 

Premium Subscription, monthly Each       No $1,000.00 
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Platinum Subscription, monthly Each       No $2,000.00 

Lite Overage Charge (usage over .5 megabytes), 
monthly Megabyte       No $150.00 

Standard Overage Charge (usage over 5 
megabytes), monthly Megabyte       No $50.00 

Premium Overage Charge (usage over 20 
megabytes), monthly Megabyte       No $40.00 

Platinum Overage Charge (usage over 60 
megabytes), monthly Megabyte       No $20.00 

 
�1.7.2 Internet data and document exchange  
Client Software Charges   Eligible  

 PER  Charges Charge 

Cyclone Interchange Solo License, annually  Each No $1,200.00 

 
2.0  IBM MQSeries Services 
 
2.1 Queue Manager   Eligible  
 PER  Charges Charge 
Queue Manager Definition  Each No $175.00 

 
2.2 Sending and Receiving   Eligible  
Charges for sending and receiving each message 
in 1,000 Character Increments PER  Charges Charge 

up to 40,000 characters   Thousand Yes $0.125 
from 40,001 to 100,000 characters  Thousand Yes $0.05 
over 100,000 characters   Thousand Yes $0.03 
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EXHIBIT G 
 

SERVICE LEVEL STANDARDS AND OBJECTIVES 
 
1.0 Processing Facilities Standards 
 
1.1 Environment Availability and Scheduled Hours. 
 

1.1.1 The CICS Region (and TSO and RMDS Regions where specified) of the Environments shall be 
available for the Scheduled Hours listed in the Table G1-A below for the purpose of measuring 
the Performance Standards. 

 
  TABLE G1-A - Scheduled Hours of On-Line Availability 

Environment Scheduled Hours of On-Line Availability 
DMAIN  
   CICS Region 6 a.m. – 6 p.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays* 
   TSO Region 24 hours per day, 7 days per week* 
   RMDS 6 a.m. – 12 midnight, 7 days per week* 
  
TMAIN 6 a.m. – 6 p.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays* 
  
EMAIN 6 a.m. – 6 p.m., Business Days 
  
PMAIN  
   CICS 7 a.m. – 6 p.m., Business Days 
   CICS 7 a.m. – 4 p.m., Saturdays 
   TSO 24 hours per day, 7 days per week* 
   RMDS 7 a.m. – 6 p.m., Business Days 
   RMDS 7 a.m. – 4 p.m., Saturdays 
  
WEB  
   Production WEBSRP 24 hours per day, 7 days per week* 
   Development WEBSRD 6 a.m. – 12 a.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays 
   Test WEBSRT 6 a.m. – 6 p.m., Mondays – Fridays* 
 6 a.m. – 4 p.m., Saturdays 

*Times listed are exclusive of Maintenance Windows. 
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1.1.2 IBM shall perform the Processing Services in accordance with the Availability Performance Standard 
for each Environment set forth in Table G1-B.  IBM shall use InfoMan tools to measure and track 
Availability.  Availability for the Environments includes communications network technologies ("CNT") 
from the Lansing based channel extender to Boulder, Colorado.  Downtime is measured from the time a 
problem record is opened and the outage has been coded. 

 
TABLE G1-B – Environment Availability 
 
 
Environments 

 
Weighting 

Factor 

 
Performance 

Standard 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 
    

DMAIN   
  CICS Region 0.X 99.5% 99.0% 99.8% 
     
  TSO Region 0.X 99.5% 99.0% 99.8% 
     
  RMDS 0.X 99.5% 99.0% 99.8% 
     
TMAIN 0.X 99.5% 99.0% 99.8% 
     
EMAIN 0.X 99.5% 99.0% 99.8% 
     
PMAIN     
  CICS Region* 0.X 99.5% 99.2% 99.8% 
     
  TSO Region 0.X 99.5% 99.2% 99.8% 
  RMDS 0.X 99.5% 99.2% 99.8% 
     
IMAIN 0.X 99.5% 99.0% 99.8% 
     
WEBSRP 0.X 99.6% 99.4% 99.8% 
WEBSRT 0.X 99.7% 99.5% 98.9% 
WEBSRD 0.X 98.0% 97.8% 98.2% 
*The CICS Region of PMAIN shall not be considered available for use by the State’s end users when any of the 

FACS Application Software is not available for use by the State’s end users at the point of interface to the 
State’s network (i.e., CNT). 

 
1.2 On-Line Response Time.  IBM Global Services shall perform the Processing Services in accordance 

with the On-line Response Time Performance Standard for each Environment set forth in table G1-C 
and the Service Levels Objectives set forth in Table G1-D.  The SMF tool shall be used to measure and 
track On-Line Response Time. 

 
TABLE G1-C - On-Line Response Time 

 
 

Environments 

 
Weighting 

Factor 

 
Performance 

Standard 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 
  Response Time  - Cumulative Transactions  
DMAIN    
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  CICS Region 0.X <0.5 sec-85% 
<1.0 sec-90% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-75% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
  TSO Region* 0.X <0.5 sec-88% 

<1.0 sec-95% 
<1.5 sec-97% 
<3.0 sec-99% 

<0.5 sec-82% 
<1.0 sec-92% 
<1.5 sec-94% 
<3.0 sec-96% 

<0.5 sec-92% 
<1.0 sec-97% 
<2.0 sec-99% 
<3.0 sec-99.5% 

     
TMAIN 0.X <0.5 sec-85% 

<1.0 sec-90% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-75% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
EMAIN 0.X <0.5 sec-90% 

<1.0 sec-92% 
<2.0 sec-94% 
<3.0 sec-96% 

<0.5 sec-80% 
<1.0 sec-85% 
<2.0 sec-90% 
<3.0 sec-94% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
PMAIN     
  CICS Region 0.X <0.5 sec-91% 

<1.0 sec-93% 
<2.0 sec-95% 
<3.0 sec-97% 

<0.5 sec-85% 
<1.0 sec-91% 
<2.0 sec-93% 
<3.0 sec-95% 

<0.5 sec-92% 
<1.0 sec-94% 
<2.0 sec-96% 
<3.0 sec-99.5% 

     
  TSO Region 0.X <0.5 sec-88% 

<1.0 sec-95% 
<1.5 sec-97% 
<3.0 sec-99% 

<0.5 sec-82% 
<1.0 sec-92% 
<1.5 sec-94% 
<3.0 sec-96% 

<0.5 sec-92% 
<1.0 sec-97% 
<2.0 sec-99% 
<3.0 sec-99.5% 

     
*CICS response times will be measured using CICS 110 records and will reflect host response time.  CICS 
transactions identified and mutually agreed upon by the Parties are being long running (the “Long Running CICS 
Transactions”) will not be measured in the calculation of the On-Line Response time Performance Standard.  The list 
of CICS transactions that are deemed Long Running CICS Transactions shall be recorded in a separate writing which 
may be updated from time to time upon mutual agreement of the Parties. 
 

*On-Line Response Time for TSO Regions shall be measured as TSO trivial host response time (Performance Group 
2, Period 1.).  TSO response times will be measured using RMF 72 records and will reflect host response time. 
 
Any new transaction which results from the promotion into production of the FACS Application Software 
will not be measured in the calculation of the On-Line Response Time Performance Standard for a period 
of thirty (30) days following the first instance of such transaction.  At the end of such period such 
transaction shall continue to be excluded from the calculation of the On-Line Response Time Performance 
Standard if:  (i) such transaction is deemed to be a Long Running CICS Transaction by mutual agreement 
of the Parties; or (ii) such transaction is in a TSO Region and is deemed by mutual agreement of the 
Parties to have a status analogous to a Long Running CICS Transaction. 

 
TABLE G1-D – On-Line Response Time 
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Environment 

Service Level* Objective 

  
WEBSRP < 3.0 sec. – 95% 
*includes only response of the following four (4) WEBSRP  transactions, 

combined, over a one calendar month period. 
 
1.  Websrp_payee 
2.  Websrp_forms 
3.  Websrp_home 
4.  Websrp_logon 

 
1.3 Network Response Time.  IBM Global Services shall perform the Processing Services in accordance 

with the Network Response Time Performance Standard measured as the network response time from 
the MVS host in Boulder, Colorado to the Lansing based channel extender and back to the MVS host.  
The Network Response Time Performance Standards are set forth in Table G1-E. 

 
TABLE G1-E – Network Response Time 
Environments 
 

Weighting 
Factor 

Performance 
Standard 

Minimum  
Performance 

Standard 

Incentive 
Performance 

Standard 
Average Network 
Response Time 

0.X <0.125 sec <0.15 sec 
 

<0.1 sec 

 
 
1.4 Off-Line Batch Processing 

 
1.4.1 All scheduled output from normal nightly batch processing shall be delivered to the specified State end 

user in the manner elected by such end user.  For the purposes of this Section 1.4.1, the term 
“delivered” shall mean with respect to end users who are connected to the MAIN Application Software 
via the Internetwork and who elect to receive their output in electronic format, IBM Global Services shall 
have such output available by 7 a.m. each Business Day. 

 
1.4.2 IBM Global Services shall initiate production “on-request” jobs within two (2) hours of receipt of 

a request, subject to the design limitations of the MAIN Application Software.  Subject to the 
design limitations of the MAIN Application Software, in no case shall initiation of such 
processing be delayed beyond the current night’s batch processing cycle. 

 
1.5 Completion Times for Critical Batch Jobs 
 

1.5.1 IBM Global Services shall perform the Processing Services in accordance with the Performance 
Standards set forth in Table G1-F and Service Level Objectives set forth in Table G1-G.  For 
purposes of this section 1.5, a “Missed Completion” is defined as a designated batch job 
completing beyond the specified “Critical Completion Time” as set forth in Table G1-F and G1-
G. 

 
1.5.2 The parties will develop a mutually acceptable tracking and reporting process for the Service 

Level Objectives set forth in Table G1-G. 
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1.5.3 IBM Global Services shall complete normal nightly batch processing of the MAIN Application 
Software within the batch processing window of 6 p.m. – 7 a.m., Business Days. 

 
TABLE G1-F – Completion Times for Critical Batch Jobs 

JOB DESCRIPTION Critical 
Completion 

Time 

Minimum 
Performance 

Standard 

Incentive 
Performance 

Standard 

Weighting 
Factor 

DAFPFTP1 FTP Warrant File to 
Treasury 

3:00 AM <2 Missed 
Completions in 

previous 3 months *

<1 Missed 
Completions in 

previous 3  
months * 

0.X 

DAFPSNDA Send EFT 820 file to 
Bank 

3:00 AM <2 Missed 
Completions in 

previous 3 months *

<1 Missed 
Completions in 

previous 3  
months * 

0.X 

Quantity of Missed Completions is the combined quantity for both Critical Batch Jobs. 
 

TABLE G1-G – Completion Times for Critical Batch Jobs 
JOB DESCRIPTION Critical 

Completion 
Time 

Service Level Objective 

DAFPFTPA Retrieve eInvoice file from IE 5:30 AM <2 Missed Completions in 
previous 3 months 

DAFPRCVA (1) Retrieve EFT 824 advice for 820 
from Bank 

5:15 AM <2 Missed Completions in 
previous 3 months 

DAFP900B Sync Point; on-lines can come up 7:00 AM <2 Missed Completions in 
previous 3 months 

DAFPFTP8 FTP 824 rejections & 997's to 
eInvoice originator 

7:15 AM <2 Missed Completions in 
previous 3 months 

DAFPSACA Send EFT 831 file to Bank 9:15 AM <2 Missed Completions in 
previous 3 months 

DAFPRCVA(2) Retrieve EFT 827's & 824's advice 
for 831 from Bank 

10:40 AM <2 Missed Completions in 
previous 3 months 

DAFP491l-1 Distributes pre-ICPY reports to 
RMDS 

2:30 AM <2 Missed Completions in 
previous 3 months 

DAFP491l-2 Distributes ICPY reports to RMDS 4:30 AM <2 Missed Completions in 
previous 3 months 

DAFP491 Distributes reports to RMDS 7:00 AM <2 Missed Completions in 
previous 3 months 

DAFP491M Distributes Month-end report cycle 
reports to RMDS 

1:00 PM <2 Missed Completions in 
previous 3 months 

DAFP491E Distributes Expedite Cycle reports to 
RMDS 

1:45 PM <2 Missed Completions in 
previous 3 months 

 
 

1.6 Daily BRS Backup Tapes 
IBM Global Services shall ensure that Business Recovery Services (BRS) Backup Tapes are 
prepared and moved to the off-site storage facility on a daily basis per the mutually agreed 
schedule. 
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EXHIBIT H1 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H1 – Monthly CPU Usage - Prime 
             

Monthly CPU Usage-Prime 
(9021-340) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

996 to 1,055 $259.78 $256.58 $248.97 $238.15 $230.94 $224.50 $216.29 $209.34 $205.28 $192.78 
936 to 995 $265.78 $262.50 $254.72 $243.65 $236.27 $229.68 $221.28 $214.17 $210.01 $197.23 
876 to 935 $272.57 $269.21 $261.22 $249.87 $242.30 $235.55 $226.94 $219.64 $215.38 $202.27 
816 to 875 $280.32 $276.86 $268.65 $256.98 $249.19 $242.25 $233.39 $225.88 $221.50 $208.02 
756 to 815 $289.26 $285.69 $277.22 $265.17 $257.14 $249.97 $240.83 $233.08 $228.56 $214.65 
696 to 755 $299.67 $295.98 $287.20 $274.72 $266.39 $258.97 $249.50 $241.48 $236.79 $222.38 
636 to 695 $311.96 $308.12 $298.98 $285.98 $277.32 $269.59 $259.74 $251.38 $246.51 $231.50 
576 to 635 $326.69 $322.66 $313.10 $299.49 $290.42 $282.32 $272.00 $263.25 $258.14 $242.43 
516 to 575 $344.66 $340.41 $330.32 $315.96 $306.39 $297.85 $286.96 $277.73 $272.34 $255.76 
456 to 515 $367.07 $362.55 $351.79 $336.50 $326.31 $317.21 $305.62 $295.79 $290.05 $272.39 
396 to 455 $395.80 $390.92 $379.33 $362.84 $351.85 $342.04 $329.54 $318.94 $312.75 $293.71 

Inflation Sensitivity is 70%
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March 1, 1999 
 
 
Mr. Douglas M. Johnson 
Contract Administrator  
Department of Management and Budget-MAIN 
State of Michigan 
300 S. Washington 
Lansing, MI  48909 
 
Dear Mr. Johnson: 
 
Subject: Conversion Factor for CPU Normalization 
 
Per the attached analysis, IBM Global Services would like to change the CPU normalization for the IBM 
9672-R26 from 4.4232 to 4.143 effective with the December 1998 invoice. 
 
Please indicate your concurrence with a counter-signature below and returning a copy to us. 
 
If you have any questions, please feel free to contact me. 
 
Sincerely, 
 
 
 
/s/William T. Ruddock 
Project Executive 
 
Enclosure 
 
cc: Robert Hanna 
 Linda Pigue 
 Carolyn Wesner  
 
 
On behalf of the State of Michigan, the undersigned hereby concurs with the above: 
 
____________________________________________ Date: _____________ 
/s/Douglas M. Johnson, Contract Administrator – MAIN

 
IBM Global Services 

International Business Machines Corporation 
Knapps Office Centre 
300 S. Washington, Lower Level 
Lansing, MI  48909 
1-517-373-0233 



EXHIBIT H10 

L:groups\issc\wm\ltrsmemo\conv0301.doc 
 
Exhibit H10 Page H10-311  07/28/08 
H:\Public\Gross\Exhibit H10.doc  11:34 AM 
  DRAFT 
 

Analysis of Conversion Factor CPU Hours, State of Michigan – MAIN 
 
 

Purpose 
The purpose of this document is to outline the justification to change the Conversion Ratio for CPU 
normalization from 4.4232 to 4.143. 
 

Background 
The State of Michigan MAIN contract requires that we report to the State of Michigan their CPU usage, 
normalized to 340-Hours.  This usage then becomes the bases which IBM uses to charge the State of 
Michigan for CPU usage.  IBM Global Services and the State agreed in January 1994, during the 
development of OS-25, Monthly Formal Service Level Compliance and Reporting, that SRM constants 
published by IBM would be used to convert from the processor we are running on to the 340-Hours. 
Since the contract began, IBM Global Services has changed processor models four times and each 
time this methodology has yielded satisfactory conversion.   
On November 29, 1998, IBM Global services moved the MAIN-FACS workload from an IBM ES/9000-
962 to an IBM 9672-R26.  We utilized the SRM constant as our conversion factor.   The State and IBM 
Global Services noted that CPU consumption appeared to increase without an apparent increase in 
workload in December.  Further review of January data revealed that the CPU in 340-hours converted 
with the SRM constant ratio appeared to be overstated.   
The purpose of this document is to establish a new conversion ratio to be used.  We will look at two of 
the largest workloads from the State  of Michigan MAIN-FACS systems and establish conversion 
factors for each workload.  We will then “normalize” the factor to establish a constant cost conversion. 

 
Workload 1 – SMPCICS/SMPAOR1 

IBM Global services has been tracking CPU usage driven by the online environment since October 
1994.  We have also tracked the number of CICS transactions executed per month.  This allows for the 
review of a simple ratio: CPUSeconds/CICS Transaction.  This ratio has remained relatively stable over 
the past year although fluctuations do occur.  See Table 1. 
TABLE 1 

Year Month # of CICS 
Transactions 

SMPCIC
S

340 
Hours

SMPA0R1
340 Hours

Total
340 Hours

Total 
340 

Seconds 

340 
Sec/ 

CICS 
Trans 

97 Oct 7,359,984 210.04 137.8 347.84 1,252,224 0.1701 
97 Nov 5,415,787 144.43 81.51 225.94 813,384 0.1502 
97 Dec 5,550,672 157.66 88.71 246.37 886,932 0.1598 
98 Jan 5,445,856 152.94 98.87 251.81 906,516 0.1665 
98 Feb 5,227,326 137.76 84.68 222.44 800,784 0.1532 
98 Mar 5,912,417 168.09 101.53 269.62 970,632 0.1642 
98 Apr 5,833,022 161.87 96.42 258.29 929,844 0.1594 
98 May 5,325,188 143.01 85.59 228.60 822,960 0.1545 
98 Jun 6,155,060 175.56 96.43 271.99 979,164 0.1591 
98 Jul 6,024,640 168.29 98.50 266.79 960,444 0.1594 
98 AUG 6,056,548 180.46 98.09 278.55 1,002,780 0.1656 
98 Sept 6,995,935 200.99 120.70 321.69 1,158,084 0.1655 
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98 Oct 7,528,777 194.04 130.61 324.65 1,168,740 0.1552 
98 Nov 5,769,996 146.87 82.94 229.81 827,316 0.1434 
98 Dec 5,522,114 158.72 90.07 248.79 895,644 0.1622 
99 Jan 5,153,332 155.91 92.84 248.75 895,500 0.1738 
99 Feb* 4,042,682 188.72 679,392 0.1681 

* Month to date 2/23/99 
Looking at the attached chart the CPU seconds / CICS transaction increased about 5% over historical 
average. 
In other words, if our conversion ratio were to be reduced by 5% the CPU usage per transaction would 
be .1541 for December, .1651 for January and .1597 for February.   This usage would be right in line 
with our historical rates and match closely to the same period a year ago. 
So it would appear that a 5% correction factor for the online workload would be accurate. 

 
Workload 2 – DAFP* jobs 

The work performed by the DAFP* jobs for the State of Michigan is very significant and represents a 
large percentage of the off prime CPU consumption.  Unfortunately the DAFP* jobs vary significantly 
in the work they perform on a day to day basis.  About the only metric which offers some way to 
compare the workload is total CPU consumed as compared to the number of execute channel programs 
(EXCPs).  The assumption here is that the number of EXCPs should be related to some degree to the 
amount of CPU consumed. 
This metric has not been tracked over a long period of time to determine if it remains relatively constant.  
We did look at the months of October, November, December 1998 and January 1999 to see what the 
relationships might be.  See Table 2. 
TABLE 2 
DAFP* Jobs from State of 
Michigan 
Year Month 340 CPU 

Seconds 
EXCP EXCP/

CPU 
Second

99 Jan 1,552,366 71,467,141  46.03756 
98 Dec 1,727,191       77,227,237  44.71262 
98 Nov 1,351,213       68,072,352  50.3787 
98 Oct 1,715,566       83,947,020  48.933  
A quick glance at the above chart shows that the number of EXCPs per CPU second dropped from 
November to December, the time of the conversion.  In this work load an 8% correction would be 
necessary to bring the EXCP/CPU seconds in line.   
 
In other words, if the conversion ratio was reduced by 8% the EXCPs/ CPU Second would go to 48.601 
in December and 50.041 in January and bring this metric in line with our November and October 
historical numbers. 

 
Conclusion 
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We have seen by looking at two workloads that the conversion ratio should be reduced between 5% and 
8%.  IBM Global Services would like to utilize a single conversion ratio for all workloads.  IBM Global 
Services proposes that we adjust this in such a way as to hold the “total cost” constant 

 

What we mean by this is that we should convert all workloads by a factor such that the total cost 
remains constant for the State if the workloads don’t change significantly. 

 

A couple of constants will be needed to complete our analysis: 1) Historically 40% of our workload 
done during prime shift; and 2) the current unit CPU cost is $221 for prime and $119 for off prime. 

 

Since workload 1 is primarily a prime workload and since workload 2 is an off prime workload the 
following formula will be used: 

 

Constant Cost Factor*(Percent Prime*Prime Cost+Percent*Off Cost) = 

Percent Prime*Prime Cost* (1- Prime Conversion Factor) + Percent Off Prime*Off Prime Cost*(1-Off 
Prime Conversion Factor) 

Constant Cost Factor*(.4*221+.6*119) = .4*221*(1-.05) + .6*119*(1-.08) 

 

Constant Cost Factor = 93.67% 

 

Our Current Conversion  ratio is 4.4232 

 

Our proposed Conversion ratio would be 4.4232*93.67% = 4.143 

If this conversion ratio is acceptable to the State, IBM Global Services will re-calculate the CPU usage 
back to December 1, 1998 and provide the State with a single adjustment to our current invoice. 
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EXHIBIT H11 
 

WEIGHTING FACTORS 
 

Service Element Weighting Factor 
  

Environment Availability  
 PMAIN – CICS Region .20 
 PMAIN – RMDS Region .05 
 TMAIN – CICS Region .05 
 WEBSRP .25 
 WEBSRT .05 

  
On-Line Response Time  
 PMAIN – CICS Region .25 

  
Critical Batch Jobs  
 DAFPFTP1 and DAFPSNDA Jobs .15 

  
TOTAL 1.00 
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EXHIBIT H2 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H2 – Monthly CPU Usage – Off-Prime 
             

Monthly CPU Usage-Off-
Prime (9021-340) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

1,480 to 1,569 $129.20 $121.93 $116.19 $113.11 $109.16 $105.65 $101.85 $97.93 $94.13 $88.13 
1,390 to 1,479 $131.98 $124.56 $118.69 $115.55 $111.52 $107.93 $104.05 $100.05 $96.16 $90.03 
1,300 to 1,389 $135.14 $127.54 $121.53 $118.31 $114.19 $110.51 $106.54 $102.44 $98.46 $92.19 
1,210 to 1,299 $138.75 $130.95 $124.78 $121.47 $117.24 $113.47 $109.38 $105.18 $101.09 $94.65 
1,120 to 1,209 $142.92 $134.88 $128.53 $125.12 $120.76 $116.88 $112.67 $108.34 $104.12 $97.49 
1,030 to 1,119 $147.79 $139.48 $132.90 $129.39 $124.87 $120.86 $116.51 $112.03 $107.67 $100.81 
940 to 1,029 $153.55 $144.91 $138.08 $134.43 $129.74 $125.57 $121.05 $116.39 $111.87 $104.74
850 to 939 $160.46 $151.44 $144.30 $140.48 $135.58 $131.22 $126.50 $121.63 $116.90 $109.46
760 to 849 $168.93 $159.42 $151.91 $147.89 $142.73 $138.14 $133.17 $128.05 $123.07 $115.23
670 to 759 $179.52 $169.42 $161.44 $157.17 $151.69 $146.81 $141.52 $136.08 $130.79 $122.46
580 to 669 $193.17 $182.31 $173.72 $169.12 $163.22 $157.97 $152.28 $146.43 $140.73 $131.77

Inflation Sensitivity is 70% 
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EXHIBIT H3 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H3 – DASD GB-Months 
             

DASD GB-Months ($'s per GB 
per Month) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

876 to 925 $123.50 $107.16 $95.96 $93.33 $87.07 $80.78 $79.08 $75.84 $74.21 $69.17 
826 to 875 $126.00 $109.34 $97.90 $95.23 $88.83 $82.42 $80.68 $77.38 $75.71 $70.57 
776 to 825 $128.82 $111.78 $100.09 $97.35 $90.82 $84.26 $82.48 $79.11 $77.41 $72.15 
726 to 775 $132.01 $114.55 $102.57 $99.77 $93.07 $86.35 $84.53 $81.07 $79.32 $73.94 
676 to 725 $135.66 $117.72 $105.41 $102.52 $95.64 $88.74 $86.86 $83.31 $81.52 $75.98 
626 to 675 $139.87 $121.37 $108.68 $105.71 $98.61 $91.49 $89.56 $85.90 $84.05 $78.34 
576 to 625 $144.78 $125.63 $112.49 $109.42 $102.07 $94.71 $92.70 $88.91 $87.00 $81.09 
526 to 575 $150.58 $130.67 $117.00 $113.80 $106.16 $98.50 $96.42 $92.48 $90.48 $84.34 
476 to 525 $157.54 $136.71 $122.41 $119.06 $111.07 $103.05 $100.88 $96.75 $94.67 $88.24 
426 to 475 $166.05 $144.09 $129.02 $125.49 $117.06 $108.62 $106.32 $101.98 $99.78 $93.00 
376 to 425 $176.68 $153.31 $137.28 $133.53 $124.56 $115.57 $113.13 $108.51 $106.17 $98.96 

Inflation Sensitivity is 70%
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EXHIBIT H4 
 

RATE CARDS AND PRICING 
 
 

 
EXHIBIT H4 – Tape Mount 

             

Tape Mounts  (Price Per 
Mount per Month) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

7,800 To 8,299 $2.38 $2.13 $2.05 $1.93 $1.85 $1.77 $1.60 $1.48 $1.37 $1.28 
7,300 to 7,799 $2.42 $2.16 $2.08 $1.96 $1.88 $1.80 $1.63 $1.51 $1.39 $1.30 
6,800 to 7,299 $2.47 $2.21 $2.12 $2.00 $1.92 $1.83 $1.66 $1.54 $1.42 $1.33 
6,300 to 6,799 $2.52 $2.25 $2.17 $2.05 $1.96 $1.88 $1.70 $1.57 $1.45 $1.35 
5,800 to 6,299 $2.58 $2.31 $2.22 $2.10 $2.01 $1.92 $1.74 $1.61 $1.49 $1.39 
5,300 to 5,799 $2.66 $2.38 $2.29 $2.16 $2.07 $1.98 $1.79 $1.66 $1.53 $1.43
4,800 to 5,299 $2.75 $2.46 $2.37 $2.23 $2.14 $2.05 $1.85 $1.72 $1.58 $1.48 
4,300 to 4,799 $2.86 $2.56 $2.46 $2.32 $2.23 $2.13 $1.93 $1.79 $1.65 $1.54 
3,800 to 4,299 $3.00 $2.68 $2.58 $2.44 $2.33 $2.23 $2.02 $1.87 $1.73 $1.61 
3,300 to 3,799 $3.18 $2.84 $2.73 $2.58 $2.47 $2.36 $2.14 $1.98 $1.83 $1.71 
2,800 to 3,299 $3.41 $3.05 $2.94 $2.77 $2.65 $2.54 $2.30 $2.13 $1.96 $1.83 

Inflation Sensitivity is 70%





EXHIBIT H10 

L:groups\issc\wm\ltrsmemo\conv0301.doc 
 
Exhibit H10 Page H10-321  07/28/08 
H:\Public\Gross\Exhibit H10.doc  11:34 AM 
  DRAFT 
 

EXHIBIT H5 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H5 – Web-CPU Hours 
             

Web CPU Hours  (Price Per CPU 
per Month) 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

346 to 376 $168.98 $164.04 $157.86 $155.91 $153.96 $152.02 $148.69 $145.92 $143.70 $129.09 

315 to 345 $175.60 $170.46 $164.04 $162.01 $159.99 $157.97 $154.52 $151.64 $149.33 $134.14 

284 to 314 $183.58 $178.21 $171.50 $169.38 $167.27 $165.16 $161.54 $158.53 $156.12 $140.25 

253 to 283 $193.42 $187.76 $180.69 $178.45 $176.23 $174.00 $170.20 $167.03 $164.49 $147.76 

222 to 252 $205.83 $199.80 $192.28 $189.90 $187.53 $185.16 $181.11 $177.74 $175.04 $157.24 

191 to 221 $221.97 $215.47 $207.36 $204.79 $202.24 $199.69 $195.32 $191.68 $188.76 $169.57 

160 to 190 $243.83 $236.69 $227.78 $224.96 $222.16 $219.35 $214.55 $210.56 $207.35 $186.27 

129 to 159 $275.10 $267.05 $256.99 $253.81 $250.65 $247.49 $242.07 $237.56 $233.95 $210.16 

98 to 128 $323.53 $314.06 $302.23 $298.50 $294.78 $291.05 $284.69 $279.38 $275.13 $247.16 

82 to 97 $382.60 $371.40 $357.42 $353.00 $348.60 $344.19 $336.67 $330.39 $325.37 $292.28 

66 to 81 $444.43 $431.42 $415.18 $410.04 $404.93 $399.82 $391.07 $383.79 $377.95 $339.52 

56 to 65 $518.75 $503.57 $484.61 $478.61 $472.65 $466.68 $456.47 $447.97 $441.15 $396.29 

             

Inflation Sensitivity is 70%
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EXHIBIT H6-1 
 

ANNUAL 
APPLICATION DEVELOPMENT AND MAINTENANCE PRICING TABLES 

 
EXHIBIT H6-1 – Core Support Resources 

 
 

Currently 
Assigned   Annual Base Annual 

Resource Type Resource Eq H/C* Hours Rate Price 
Core Support Resources       
       
Project Admin Mike Junk 1.00 1,800  
Project Manager Schon 0.70 1,253  
Project Manager  Keating 1.02 1,829  
Project Manager Sharmila Patke 1.02 1,829  
Technical Archetect* Sunit Patke 0.50 900  
Technical Lead/Analyst Reddy 1.00 1,800  
Technical Lead/Analyst Evani 1.06 1,910  
Technical Lead/Analyst Kendall 0.98 1,770  

Technical Speciallist Hatton 0.98 1,770  

Project Manager* Desy 0.50 900  
Tech Spec Singh 1.00 1,800  
Tech Spec Anand 1.00 1,800  
Project Manager Mengwasser 1.00 1,800  

       
Total Core Resources  11.76 21,161 $116 $2,453,647 

      
*Eq H/C = equivalent headcout 
 
Inflation Sensitivity – 100% 
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EXHIBIT H6-2 
 

ANNUAL 
APPLICATION DEVELOPMENT AND MAINTENANCE PRICING TABLES 

 
 

EXHIBIT H6-2 – Additional Resources 
 
 
 

Currently 
Assigned   Annual Base Annual 

Resource Type Resource Eq H/C* Hours Rate Price 
     
Additional Resources      
Technical Specialist I Bingi 0.82 1,471 $85.00  $125,035 
Technical Specialist II Nagarajan 0.82 1,471 $112.00  $164,752 
Technical Specialist II Parthasarathy 0.82 1,471 $112.00  $164,752 
Technical Specialist II Vankayala 0.82 1,471 $112.00  $164,752 
Technical Specialist II Badveli 0.82 1,471 $112.00  $164,752 
Technical Specialist II Kumaresan 0.82 1,471 $112.00  $164,752 
Sr. Project Manager Taylor 0.82 1,471 $130.00  $191,230 
Total Additional Resources  5.72 10,297 $111  $1,140,025 
        
*Eq H/C = equivalent headcout 

 
Inflation Sensitivity – 100% 
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EXHIBIT H6-3 
 

ANNUAL 
APPLICATION DEVELOPMENT AND MAINTENANCE PRICING TABLES 

 
 

EXHIBIT H6-3 – Application Support Per Hour Charge 
 

Application Support                     
Per Hour Charge 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
Annual Hours Baseline 31,458 31,458 31,458 31,458 31,458 31,458 31,458 31,458 31,458 23,594
Monthly Hours 2,622 2,622 2,622 2,622 2,622 2,622 2,622 2,622 2,622 2,622
Avg Price/Per Hour $114.24 $114.24 $114.24 $114.24 $114.24 $114.24 $114.24 $114.24 $114.24 $114.24
Annual  Est. Price 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 3,593,672 2,695,254
Inflation Sensitivity – 100%
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EXHIBIT H6-4 
 

ANNUAL 
APPLICATION DEVELOPMENT AND MAINTENANCE PRICING TABLES 

 
 

EXHIBIT H6-4 – Pricing Table for Additional Resources 
 

Pricing Table for Additional 
Resources 

Skill Description 
Base Year 
Sell Price 

Enterprise Application Consulting $250.00
Strategic IT Architect $230.00
Consulting Programmer/Analyst $205.00
Application Manager $140.00
Senior Programmer/Analyst $160.00
Strategic IT Consulting $160.00
BPR Consulting $160.00
Senior Project Manager $130.00
Senior DBA $125.00
Web/Java Developer $140.00
Technical Specialist I $85.00
Technical Specialist II $112.00
Advisory Programmer/Analyst $120.00
Senior Data Analyst/Designer $125.00
Project Manager $110.00
Web/Java Administrator $115.00
Programmer/Analyst $95.00
Junior Data Analyst/Designer $95.00
Junior DBA $90.00
Junior Programmer/Analyst $85.00

Inflation Sensitivity – 100% 
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EXHIBIT H7 
 

RATE CARDS AND PRICING 
 
 

TABLE H7 – Business Recovery Services 
 
Business Recovery Services                     
Monthly Charge 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
Months 12 12 12 12 12 12 12 12 12 9
Price/Per Month $33,342 $33,342 $33,342 $33,342 $33,342 $33,342 $33,342 $33,342 $33,342 $33,542

Inflation Sensitivity 50%
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EXHIBIT H8-1 
 

RATE CARDS AND PRICING 
 
 

EXHIBIT H8-1 – FEDI Network Support 
 
FEDI Network Support                     
Monthly Charge 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
# of Months 12 12 12 12 12 12 12 12 12 9
Price/Per Month $8,506 $8,506 $8,506 $8,506 $8,506 $8,506 $8,506 $8,506 $8,506 $8,331

Inflation Sensitivity 20%
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EXHIBIT H8-2 
 

TERMINATION CHARGES 
 

 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

$48,552 $42,526 $32,941 $24,055 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 
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EXHIBIT H9-1 
 
 

Uncaptured

System Services

Service Provider
Usage

Application Hours

Up Time - Wait Time = Busy Time
Busy Time - Captured Time = Uncaptured Time

Base MVS components
-GRS, SMS/DFP, VLF...

System monitoring products
- Omegamon, RMF, NPM...

JES and system-wide print drivers
- JES2/3, PSF, VPS...

System network services
- VTAM, Netview, Multi-session S/W, MVS, TCP/IP...

System automation products
- Schedulers, Tape management, AutoOps (Netview, AOC)...

System Storage management
- DASD backup/recovery and space management (DFHSM...)

System programmer & operator TSO id's and batch jobs
System programmer test systems
Contract data collection and reporting
IBM-caused lost time over threshold

Customer TSO id's & batch jobs
All DB/DC/DBMS-associated address spaces

- CICS, IMS, DB2, etc.
Application-driven backups
Application development and maintenance

MVS Application Hours
-Low Level Definition -
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EXHIBIT H9-2 
 
 
 

System Services

Service Provider
Usage

Application
Gigabytes

System product libraries
Page space
Spool space (JES)
Catalogs
System parameter & control datasets

System maintenance and DLIB volumes
System management database (Info. Management...)
Scheduler database (OPC...)
Contract measurement & billing databases (SLR, SMF...)
Console logs
IBM employee datasets
System programmer test systems

Application databases
Application source and load libraries
Application recovery logs
Customer employee datasets
HSM migration space
Application work files
Sort work space
Application development and maintenance usage

MVS Peak Allocated Application
Gigabytes

-Low Level Definition -
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EXHIBIT I 
 

DISPOSITION OF CONTRACT DOCUMENTS 
 
 

The following documents are open and remain in effect: 
 

Change 
Order 

Number  Description 
   

170  Provide 4th Renewal Term for MIDB Ops Services through 9/30/03 
175  Network Consultant/Analyst (Owen) 
181  Maintenance of MAIN security  
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EXHIBIT J 
 

CHANGE AUTHORIZATION FORM 
 

Change Authorization Order 
for the 

Contract for Technology Services 
 

Contract Number 071B4000144 
 

Change Authorization Order Number _______ 
 
 
I. Effect on Contract 
This Change Authorization Order (the “Order”) is subject to all terms and conditions of the Contract for 

Technology Services (the “Contract”) between the State of Michigan and IBM Global Services dated 
December 1, 1993, and is issued in accordance with Section 2.1 of the Contract.  Except as expressly 
specified in this Order, all terms and conditions of the Contract shall remain in full force and effect upon 
execution of this Order.  This Order is not valid until it is executed in accordance with Section 2.1 of the 
Contract.  In the event of any inconsistency or ambiguity between the terms and conditions of this 
Order and the terms and conditions of the Contract, the terms and conditions of this Order shall control. 

 
II. Description of Change 

[This section should specify whether the change is a modification to or deletion of an existing Payment 
Deliverable, or a new Payment Deliverable.  Additionally, this section should describe, among other 
things, the effect of this Order on amounts payable under the Contract, the Deliverables to be produced 
and the schedule for delivery.] 
 

III. State Authorization 
Check one: 

 
__ This Order shall be performed for the benefit of [AGENCY NAME] (the “Authorizing Agency”) 

and all amounts to be paid to IBM Global Services pursuant to this Order shall be paid solely 
from funds available to the Authorizing Agency.  IBM Global Services hereby acknowledges that 
the Authorizing Agency is a Party to the Contract solely with respect to this Order and shall have 
the right to enforce the terms and conditions of this Order and the Contract (insofar as they 
apply to this Order) in its own name directly against IBM Global Services.  This Order is not 
valid until signed by an authorized representative of the Authorizing Agency and by the 
Purchasing Director. 

 
__ This Order shall be performed for the benefit of the DMB and is not valid until signed by the 

Purchasing Director or a designated representative.  
 

IV. Attachments. 
[Attached to this Order should be detailed schedules documenting the nature of the changes, including, 
as appropriate, updated versions of any of the Attachments to any of the Schedules to the Contract that 
are affected by the changes contemplated by this Order.] 
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IBM Global Services 
By: _________________________________ 
Title: _________________________________ 
Date: _________________________________ 
 
Authorizing Agency 
By: _________________________________ 
Title: _________________________________ 
Date: _________________________________ 
 
Department of Management and Budget 
By: _________________________________ 
Title: _________________________________ 
Date: _________________________________ 
 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 OFFICE OF PURCHASING August 23, 2001 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 CHANGE NOTICE NO. 69 
 TO 
 CONTRACT NO.   071B4000144    
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE  Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 
 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 335-0462 
  Chris Michel 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  --   
Department of Management & Budget 

CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
NATURE OF CHANGE (S):   

 
Effective immediately, the attached modifications are hereby incorporated into this 
contract releasing funds approved in original contract via IBM Change Authorization 
Order #183 in the amount of: $4,573,581.00, with no modifications in terms and conditions, 
or total contract value. 

 
AUTHORITY/REASON:   
 
 Per agency’s request from Sue Monroe and vendor’s approval on letter dated 7/30/01. 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $128,082,957.00
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 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 
 CHANGE NOTICE NO. 68 
 TO 
 CONTRACT NO.   071B4000144    
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE  Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 
 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 335-0462 
  Chris Michel 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  --   
Department of Management & Budget 

CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
NATURE OF CHANGE (S):   

 
Effective immediately, the attached modifications are hereby incorporated into this 
contract with no modifications in contract value, terms, or conditions. 

 
AUTHORITY/REASON:   
 
 Agency request/vendor letter. 
 
TOTAL ESTIMATED CONTRACT VALUE:     $128,082,957.00
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 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 OFFICE OF PURCHASING June 13, 2001 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 
 CHANGE NOTICE NO. 67 
 TO 
 CONTRACT NO.   071B4000144    
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE  Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 
 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 335-0462 
  Chris Michel 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  --   
Department of Management & Budget 

CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
NATURE OF CHANGE (S):   

 
Effective immediately, the attached modifications are hereby incorporated into this 
contract with no modifications in pricing, terms or conditions. 

 
AUTHORITY/REASON:   
 
 Agency request/vendor letter. 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $128,082,957.00
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ten (10) Business Days for breaches of obligations in connection with Development Projects and (B) at least 
thirty (30) calendar days for breach of any other obligations under this Contract;  

 
b. breaches any particular material duty or obligation under this Contract on more 

than one occasion;  
 

c. commits numerous breaches of its duties or obligations which in the sole but 
good faith judgment of the State constitute in the aggregate a material breach 
under this Contract; or 

 
d. breaches any material duty under this Contract which is not capable of being 

cured, including, without limitation, its confidentiality obligations set forth above; 
(individually, a “Cause”), then the State may, by giving written notice to IBM 
Global Services, terminate this Contract for Cause, in whole or in part, as of a 
date specified in the notice of termination.  If the State chooses to terminate this 
Contract in part, the charges payable under this Contract will be equitably 
adjusted to reflect those Services that are terminated.  In addition to any other 
legal and equitable remedies available to the State, IBM Global Services will be 
liable for costs incurred by the State (including court costs and reasonable 
attorneys’ fees) in terminating this Contract.  

 
4.20.1.2 In the event this Contract is Terminated for Cause pursuant to this Section 4.20.1, 

and it is thereafter determined for any reason that IBM Global Services was not in 
default under the provisions of this Section 4.20.1, that Termination for Cause shall 
be deemed to have been a Termination for Convenience effective as of the same 
date, and the rights and obligations of the Parties shall be limited to those 
determined in accordance with Section 4.20.4 below. 

 
4.20.2 Termination by IBM Global Services for Nonpayment 

In the event that the State fails to pay IBM Global Services undisputed charges when due under 
the Contract totaling at least $100,000 and fails to pay such overdue amounts within one 
hundred eighty (180) days after receipt of written notice from IBM Global Services of the failure 
to make such payments, IBM Global Services may, by giving another written notice to the State, 
terminate this Contract as of a date specified in the notice of termination.  
 

4.20.3 Termination for Lack of Funding 
 

4.20.3.1 IBM Global Services acknowledges that the Term of this Contract extends for several 
fiscal years and that continuation of this Contract is subject to appropriation of funds 
for MAIN.  If funds to enable the State to effect continued payment under this 
Contract are not appropriated or otherwise made available by law, the State shall 
have the right to terminate this Contract without penalty at the end of the last period 
for which funds have been appropriated or otherwise made available by law by giving 
written notice of termination to IBM Global Services. 

 
4.20.3.2 If funding for MAIN is reduced by law or funds to pay IBM Global Services for the 

agreed-to level of the Services to be provided by IBM Global Services are not 
appropriated or otherwise made available by law, the State may, upon thirty (30) 
days written notice to IBM Global Services, reduce the level of the Services in such 
manner and for such periods of time as the State may elect.  The charges payable 
under this Contract will be equitably adjusted to reflect such reduced level of 
Services. 

 
4.20.4 Termination for Convenience 



 

 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
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 CHANGE NOTICE NO. 66 
 TO 
 CONTRACT NO.   071B4000144    
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE  Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 
 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 335-0462 
  Chris Michel 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  --   
Department of Management & Budget 

CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
NATURE OF CHANGE:   

Effective immediately the attached modifications are hereby incorporated into this 
contract per the attached MAIN change order #182. 

 
AUTHORITY/REASON:   
 Agency request/vendor letter. 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $128,082,957.00 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
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 OR 
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 CHANGE NOTICE NO. 65 
 TO 
 CONTRACT NO.   071B4000144    
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE  Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 
 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 335-0462 
  Chris Michel 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  --   
Department of Management & Budget 

CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
NATURE OF CHANGE(S):   
 

Effective immediately the attached modifications are hereby incorporated into this 
contract. 

 
AUTHORITY/REASON:   
 
 Agency request/vendor letter. 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $128,082,957.00 



 

 

 



 

 

 



 

 

 



 

 

 



 

 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET February 13, 2001 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 
 CHANGE NOTICE NO. 64 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 335-0462 

  Chris Michel 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
NATURE OF CHANGE (S):   
 

Please note that the buyer of this contract is now Christine Michel. 
 
AUTHORITY/REASON:   
 
 DMB/OOP 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $128,082,957.00 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET August 9, 2000 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 
 CHANGE NOTICE NO. 63 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-7309 

  Joseph Chin 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
NATURE OF CHANGE(S): 
 

Contract change notice to approve Change Authorization Order (CAO) #176R1 for release of 
funds approved in original contract.  This CAO does not increase the original contract, but is to 
authorize IBM to proceed with the project specified in the CAO, per the attached. 

 
AUTHORITY/REASON:   
 

Change notice mutually agreed to per letter from agency dated 8-7-00; letter from vendor dated 8-
4-00. 

 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $128,082,957.00 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET April 24, 2000 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 62 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
CHANGE(S): 
Contract change notice to approve Change Authorization Order (CAO) #171 for additional resources for 
the Base Support, EFT and DCDS Teams ($6,289,606*) and CAO #172 for changes to make the 3rd LPAR 
environment – SOMF – production ready ($1,491,100*).  Copies of CAO #171 & #172 are attached. 
 
AUTHORITY/REASON:    
 
Changes mutually agreed to. 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00 
*The costs are currently available within the estimated contract value. 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET March 14, 2000 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 61 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
Contract Administrator   Doug Johnson  

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
CHANGE(S): 
 
Contract change notice to approve Change Authorization Order (CAO) #167 for maintenance ansd 
support for Project MAIN hardware, CAO #169 for maintenance/support on the Abend-AID software, 
and CAO #173 for Powerbuilder resources for the DCDS/HRMN Interface Development Project, per the 
attached. 
 
AUTHORITY/REASON:    
 
Change notice mutually agreed to. 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET January 26, 2000 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 60 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
NIGP #                       Contract Administrator   Doug Johnson CS-138#071S8000143 

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
CHANGE(S): 
 
Contract change to increase the attached labor rates effective 2/1/00. 
 
AUTHORITY/REASON:    
 
Rates mutually agreed to. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00* 
 
 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET January 20, 2000 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 59 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
NIGP #                       Contract Administrator   Doug Johnson CS-138#071S8000143 

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
CHANGE(S): 
 
The attached Change Order (CO) #168 to provide project managers and developers for e-Business 
initiatives is approved. 
 
AUTHORITY/REASON:    
 
Change mutually agreed to. 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00* 
 
*Estimated costs of $2,435,554.50 is included in the current contract value. 
 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET November 23, 1999 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 58 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
NIGP #                       Contract Administrator   Doug Johnson CS-138#071S8000143 

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
CHANGE(S): 
 
Effective immediately, Change Order (CO) #165 to provide a Web Application Service on a #rd LPAR is 
approved. 
 
AUTHORITY/REASON:    
 
Change mutually agreed to. 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00* 
 
*Estimated costs of $53,400 is included in the current contract value. 
 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET November 1, 1999 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 57 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
NIGP #                       Contract Administrator   Doug Johnson CS-138#071S8000143 

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
 
CHANGE(S): 
 
Effective immediately, Change Order (CO) #166 to provide project managers/consultants to support the 
State’s MAIN-FACS maintenance project and the Application Development Effectiveness project.  In 
addition, support will be provided for the State’s DCDS development efforts.  See attached for CO 
details. 
 
 
AUTHORITY/REASON:    
 
Change mutually agreed to. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00* 
 
*Estimated costs of $711,819.75 (#166) is included in the current contract value. 
 
 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET August 19, 1999 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 56 revised 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
NIGP #                       Contract Administrator   Doug Johnson CS-138#071S8000143 

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
 
CHANGE(S): 
 
Effective October 1, 1999, Change Orders (COs) #160 and #161 for additional resources are approved.  
See attached for CO details. 
 
 
AUTHORITY/REASON:    
 
Change mutually agreed to. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00* 
 
*Estimated costs of $97,440.00 (#160) and $582,400.00 (#161) are included in the current contract 
value. 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET August 5, 1999 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 55 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
NIGP #                       Contract Administrator   Doug Johnson CS-138#071S8000143 

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
 
CHANGE(S): 
 
Effective immediately, Change Authorization Order (CAO) #157 (revised) for consultant services to 
Initiate Process Improvement of Application Development Methods and Processes (see attached) and 
#162 to refresh network technology (see attached), are approved. 
 
 
AUTHORITY/REASON:    
 
Change mutually agreed to. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00* 
 
*Estimated cost of $97,660.00 (#157) is included in current contract value. 



 

 

Form No. DMB 234A (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Failure to deliver in accordance with Contract  terms 
and conditions and this notice,may be considered in default of Contract. 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET June 16, 1999 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING,  MI 48933 
 
 
 CHANGE NOTICE NO. 54 
 TO 
 CONTRACT NO.  071B4000144   
 between Supersedes 0144 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE Bill Ruddock 
  (517) 373-0233 
 IBM Global Services VENDOR NUMBER 

 One Michigan Avenue  
 Lansing,  MI  48933 BUYER   (517) 373-8622 

  Sharon Walenga, C.P.M. 
NIGP #                       Contract Administrator   Doug Johnson CS-138#071S8000143 

Michigan Administrative Information Network (MAIN) Technology Services  -  DMB 
CONTRACT PERIOD From:  December 1, 1993 To:  September 30, 2003 
TERMS SHIPMENT 
 Net 30 Days  As Required 
F.O.B. SHIPPED FROM 
   Delivered         N/A 
MINIMUM DELIVERY REQUIREMENTS 
       N/A 
 
 
CHANGE(S): 
 
Effective immediately, Change Authorization Order (CAO) #158 is approved.  This change order extends 
CAO #132 that provides services to MAIN staff and central control agency management in planning, 
developing, executing and documenting the MAIN FACS application programs (see attached). 
 
 
AUTHORITY/REASON:    
 
Change mutually agreed to. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:  $128,082,957.00* 
 
*Estimated cost of $3,200,000.00 included in current contract value. 



  

 



  

 



  

 



  

 
 




























































































































































